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FOREWORD 


During the Ist session of the 84th Congress the Commission on 
Organization of the Executive Branch of the Gov ernment, the so-called 
Hoover C ommission, presented a number of reports on its operations 
and submitted numerous recommendations concerning the various 
programs administered by the Federal Government. 

Many of these reports and recommendations contained suggestions 
which affected the operations of the Veterans’ Administration 
and benefit programs administered by it. 

Shortly after these reports began to be made public I directed 
the staff of the Committee on Veterans’ Affairs to obtain from 
the Veterans’ Administration their comments and views on these 
proposals in order that they might be made public. The comments 
mm by this agency will be found in the succeeding pages. All of 
the reports which affect the operations of the Veterans’ Administra- 
tion are included, with the exception of one on property management 
and on which the VA has not yet officially commented. 

Ourn E. Tracur, 


Chairman, Committee on Veterans’ Affairs. 


Tir 
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COMMENTS OF THE VETERANS’ ADMINISTRATION 
ON THE RECOMMENDATIONS OF THE HOOVER 
COMMISSION 


JUNE 29, 1955. 
Hon, Our E. Tracur, 
Chairman, Committee on Vetercns’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Tracue: In accordance with your request, transmitted by 
Mr. Oliver E. Meadows, staff director, I am enclosing the comments of 
the Veterans’ Administration on those recommendations in the reports 
on transportation and paperwork management (pt. I) of the Commis- 
sion on Organization of the Executive Branch of. the Government 
which affect or are of interest to this : agency. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of these comments to the com- 
mittee for its consideration. The Bureau has requested that the 
committee be advised that the relationship of the views on the recom- 
mendations of the mentioned Commission expressed in the comments 
to the program of the President has not been determined, and. that 
the comments should not be construed as a commitment regarding 
legislation which has been or may be proposed to carry out the recom- 
mendations of the Commission. 


Sincerely yours, 
H. V. Hietey, 


Administrator. 


Report on TRANSPORTATION 
RECOMMENDATION NO. 1 


“(a) That the mileage allowance be retained but that the amount 
allowed per mile be reduced to a point where there is no profit in it. 

“(b) That use of the allowance for automobiles be restricted to bona 
fide car owners and that they be required to submit proof of such 
en and possession. 

“(e) That, in view of the clerical and accounting work involved in 
reimbursements of TR’ s, limitations should be imposed upon refund 
privileges. 

“(d) That, inasmuch as there is greater economy in group troop 
movement over movement of single persons, the group method should 
be used wherever practicable.” 


Comments of Veterans’ Administration 


The text discussion preceding this recommendation clearly indicates 
that it is aimed at certain problems with regard to passenger trans- 
portation and the management thereof in the military services and 
the Department of Defense. Hence, the Veterans’ Administration 
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would not be affected if the remedial action taken were confined to 
the a of Defense. It is believed that the current Bureau 
of the Budget regulations and restrictions applicable to civilian agen- 
cies amply protect the public interest. Accordingly, the Veterans’ 
Administration’s view is that any action to implement recommenda- 
tion No. 1 be such as would not affect the current regulations appli- 
cable to civilian agencies. 


RECOMMENDATION NO, 4 


“(a) That the Secretary of Defense study and determine whether 
preauditing of Department of Defense transportation bills is feasible 
and economic. 

“(6) That the General Services Administration make a similar 
study and determination with respect to transportation bills of the 
civilian agencies of the Government.” 


Comments of Veterans’ Administration 


Subdivision (a) of this recommendation is not applicable to the 
Veterans’ Administration and no comments are indicated. 

Subdivision (6) could affect this agency, although it merely pro- 
vides that General Services Administration make a study and deter- 
mination on whether preaudit of transportation bills of civilian agen- 
cies is feasible and economical. The precise effects on the Veterans’ 
Administration and other civilian agencies, in terms of the results 
of such a study, cannot be anticipated in the absence of any foreknowl- 
edge as to the kind of determinations which would be made following 
the study. 

It may be stated, however, that the Veterans’ Administration now 
preaudits transportation bills prior to payment in its three supply 
depots and central office. At these points, transportation activities 
are of sufficient scope to warrant the assignment of transportation 
operational personnel. Since the most economical rates and routings 
must be obtained in order to determine the proper mode of shipment, 
there is at hand at these points the information necessary to audit 
before payment without incurring delays in payment and without 
employing additional personnel to perform the preaudit function. 
It is the experience of the Veterans’ Administration that substantial 
overcharges are corrected before settlement. Under the circumstances, 
the Veterans’ Administration would interpose no objection to the 
proposed study contemplated by subdivision (6) of this recommen- 
dation. 







RECOMMENDATION NO. 5 





“That all bills of lading used in connection with Government ship- 
ments be audited by the General Accounting Office.” 


Comments of Veterans’ Administration 


Government shipments are made on both Government and commer- 
cial bills of lading. The General Accounting Office only audits Gov- 
ernment bills of lading. Since the Veterans’ Administration uses 
very few commercial bills of lading, the adoption of this recommen- 
dation would have little effect on our activities. In any event, the 
recommendation is sound and the type or form of the bill of lading 
should not determine whether it should be audited. The Veterans’ 
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COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 3 


Administration concurs in this recommendation, assuming that any 
question of practicability from the standpoint of the General Ac- 
counting Office can be resolved. 


RECOMMENDATION NO, 15 


“(a) That the President direct the Civil Service Commission to 
revise classification standards for the traffic management series to 
the end that salaries may be made more nearly competitive with those 
paid by private industry, and the Government thus enabled to em- 
ploy personnel of greater competence. 

“(6) That to the maximum possible extent, the duplication of mili- 
tary and civilian personnel performing like functions be elimi- 
nated.” 

Comment of Veterans’ Administration 

The disparities in salaries for transportation personnel which exist 
as between private industry and the Federal Government have long 
been recognized by this agency. Along with other agencies, the Vet- 
erans’ Administration has had difficulty in obtaining and holding 
qualified transportation personnel due, in large part, to this problem. 
It would appear that a reappraisal of the classification standards for 
the traffic management series is appropriate in connection with this 
very practical problem. 

Recommendation No. 15 (6) is addressed to the question of the as- 
signment of military personnel to traffic management positions which 
are regarded by the Commission as involving essentially civilian- 
type activities which should be handled, to the extent possible, by ci- 
vilian rather than military personnel. This part of recommendation 
No. 15 has no bearing on the operations of the Veterans’ Adminis- 
tration. 

RECOMMENDATION NO. 20 


“(a) That existing laws be modified to provide that civilian agen- 
cies now exempted from central traffic management by the General 
Services Administration be no longer so exempted, except for the 
ene of the mails or for the movement of security-classified 
goods. 

“(b) That the Administrator take the necessary steps to improve 
the quality of traffic management throughout his organization. 

“(c) That the Administrator advise the President as to which 
agencies should maintain tariff files and where these files should be 
located.” 


Comments of Veterans’ Administration 

This recommendation is applicable to the Veterans’ Administration, 
as it is to the activities of the other Government agencies and depart- 
ments. The following comments are directed to the alphabetical 
subdivisions of the recommendation, severally : 

(a) The Veterans’ Administration is not exempted from the General 
Services Administration central traffic control. This agency avails 
itself, to the maximum extent practicable, of the services available 
from that agency. In the text preceding this recommendation it is 
stated that the Veterans’ Administration employs 12 traffic officials in 
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its central office and it is implied that this is unwarranted because of 
the availability of General Services Administration traffic manage- 
ment services. The task force report more nearly approaches accuracy 
in stating that 12 people charged with traffic responsibilities are em- 
ployed in Washington and in the field. ; 

It is important that the facts bearing on this matter be correctly 
understood, since it is indicated in both the task force report and in 
the report of the Commission that greater utilization of the traffic- 
management program of the General Services Administration would 
permit the use of these employees in the field where they are needed. 
It should be pointed out that 6 of these employees are physically 
located in the field at the 3 supply depots and are responsible for the 
proper shipment and receipt of goods in and out of those distribution 
points. Of the 6 remaining positions,which are located in Washington, 
D. C., 1 has been vacant since July 1954; 4 actually handle all traffic 
responsibilities in central office and provide procedural advice to the 
field and technical advice to purchasing agents where transportation 
is a factor in the award of contracts; and 1 is a staff-distribution 
specialist with overall staff-distribution responsibilities of which trans- 
portation is only a part. It is believed that these employees have 
contributed materially to the solution of transportation problems in 
the Veterans’ Administration and that this agency has been amply 
justified in utilizing them for this purpose at the places indicated. 

(6) The Veterans’ Administration believes that this recommendation 
merits consideration. 

(c) It is believed that General Services Administration should care- 
fully consider the requirements of the various agencies before advising 
the President as to the maintenance of tariff files by the individual 
Government agencies. The Veterans’ Administration requires a com- 
paratively small, specialized file of tariffs at its three supply depots 
where there is considerable shipping activity and in its central office 
where centralized contracts are made. In order to effect shipments in 
the most economical manner, there are many rules and regulations on 
the tariffs which must be readily available, as well as rates and routings. 





RECOMMENDATION NO. 21 





“(a) That the national transportation policy, as set forth in the 
Interstate Commerce Act, the Civil Aeronautics Act, and the Mer- 
chant Marine Act, be studied and revised by the Congress to make 
it more definite and detailed. When this is done the Government 
in its capacity as a user of transportation should conform to that 
policy with respect to its commercial-type traffic. 

“(b) That after negotiated rates for Government traffic have been 
fixed, they immediately be made public except to the extent precluded 
by national security considerations. 

“(c) That the regulatory agencies as necessary, make proper rules 
and regulations pertaining to movement of classified Government 
property. 

“(d) That regulatory agencies dealing with transportation be 
authorized to request the Department of Defense and the General 
Services Administration, and these agencies be required to furnish, 
unclassified facts and statistics to assist them in the performance of 
their functions.” 
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Comments of Veterans’ Administration 


Subdivisions (@) and (0) of this recommendation are applicable 
to the Veterans’ Administration, as they are to the other agencies and 
departments of the Government. Subdivisions (¢) and (d) apply 
ani to the regulatory agencies and are therefore not applicable to 
the Veterans’ Administration. 

The policies and practices of the Veterans’ Administration have, 
it is believed, been consistent with the national transportation policy. 
However, this agency would have no objection to a thorough review 
of that policy by the Congress and such revisions as may be indicated 
for purposes of definiteness and clarity, in accordance with subdivision 
(a) of this recommendation. 

With respect to subdivision (0), it may be stated that the Veterans’ 
Administration has followed the general practice of making its 
negotiated rates immediately available to the public. The text pre- 
ceding the recommendation seems to indicate that its purpose is 
to terminate any practice of keeping tendered reduced rates pursuant 
to section 22 of the Interstate Commerce Act secret until actual 
movement of shipments under the rates commence. The Veterans’ 
Administration is not prepared to go this far in its endorsement of 
this recommendation, since administrative difficulties and confusion 
could easily result from making immediately available to all carriers 
the amount of a reduced rate which has been tendered and acceptance 
of which is contemplated with reference to a particular onetime ship- 
ment. This latter type of situation arises only rarely in the operations 
of the Veterans’ Administration. 


General comment 


In connection with a general discussion of the volume and cost of 
Government transportation, the Commission cites certain cases as 
examples of the need for better traffic management. On pages 7 and 8 
of the Commission report appears the following: 


An example of unnecessary crosshauling was found in the Veterans’ Adminis- 
tration which maintains three depots—Somerville, N. J., Hines, IL, and Wilm- 
ington, Calif. These depots provide storage and issue functions for 235 hos- 
pitals, domiciliaries, homes, and offices. About 70 percent of the volume of ship- 
ments consists of nonperishable food, and 30 percent medical and general sup- 
plies. Nonperishable supplies are purchased from vendors throughout the 
country, f. o. b. Veterans’ Administration depots. These supplies are then re- 
shipped as required to its installations located in each of the 48 States; yet the 
General Services Administration has 12 stores depots located throughout the 
country, many of which are considerably closer to the Veterans’ Administra- 
tion consuming centers. Furthermore, the military has 30 subsistence ware- 
houses located throughout the country, many of which are also closer to con- 
suming activities than those of the Veterans’ Administration. 

It is not to be assumed that such examples are the result of negligence, but as 
clear evidence that our existing system has not provided for an integration of 
inventory control, procurement, warehousing, and management direction of 
transportation so as to avoid substantial wastage of transportation and storage 
dollars. Someone is paying the cost. It is hard to visualize this someone not 
being the taxpayer. 


The report apparently places a premium on nearness of distribution 
points to point of use. It has been the Veterans’ Administration posi- 
tion that the end objective is to achieve the lowest laid-down cost at 
point of use, considering all elements of distribution costs. Unques- 
tionably, no matter where redistribution points are located, there is 
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bound to be some crosshauling since neither agricultural nor manufac- 
tured products are produced uniformly throughout the country. It 
stands to reason that the greater the number of redistribution points 
the less crosshauling is necessary. At the same time, however, the in- 
creased administrative, operating, and purchase costs resulting from 
the utilization of a greater number of redistribution points may well 
outweigh the added cost of crosshaul. Obviously, transportation is 
reduced to a minium when we live off the land. Transportation costs 
are only one factor in the problem of balance and compromise in 
achieving the lowest cost and most effective distribution of supplies. 
It is believed that, at least by implication, the quoted comment from 
the Commission’s report unduly emphasizes the factor of crosshauling 
costs, without giving sufficient weight to other equally important cost 
factors. 


Report on Paperwork MANAGEMENT, Part I 





RECOMMENDATION NO, 1 





“We recommend that: (a) the President establish by Executive 
order and direct his top officials to give their support to a Govern- 
mentwide paperwork management program; (}) the General Services 
Administration be given reaponaibiliey for general supervision over all 
phases of paperwork management throughout the executive branch 
of the Government with a view to simplifying and improving the 
quality of forms, correspondence, reports, and other documents, elimi- 
nating nonessential copies of material, reducing the volume and cost of 
paperwork that is currently required to be produced, issued, filed, and 
stored, and standardizing the procedures and practices relating to 
paperwork management; (c) such staff functions of paperwork man- 
agement as now exist in the National Archives and Records Service 
be consolidated into the organization established in the General Serv- 
ices Administration to implement our recommendation.” 

Comments of Veterans’? Administration 

This recommendation is, in general, applicable to activities of the 
Veterans’ Administration, as it is to the activities of other agencies 
and departments of the Federal Government. The following com- 
ments are directed to the alphabetical subdivisions of the recommenda- 
tion, severally: 

(a) The principle of a Governmentwide paperwork management 
program is sound and should be accomplished in the most effective 
possible way without interference with the proper discharge of agency 
responsibilities. It has already been recognized, by statute and other- 
wise, that efficient overall management must include an active program 
of paperwork management in each agency. For example, section 506 
(b) of Public Law 754, 81st Congress, approved September 5, 1950, 
specifically directs each Federal agency to establish and maintain an 
active, continuing program for the economical and efficient manage- 
ment of the records of the agency and specifies the basic elements of 
such a program. 

Fundamentally, the objective should be that of insuring that all 
officials will recognize the importance of this matter and stimulating, 
through them, a genuine and sustained desire by all concerned to make 
the paperwork management programs effective and productive of 
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widespread tangible results. The mere issuance of an Executive order 
will not necessarily provide a strong impetus of this kind. A Presi- 
dential letter emphasizing the necessity for cooperation at every level 
and pointing out broadly the things that need to be done, would have 
wide circulation, and would carry the direct impact of strong interest 
by the President in the success of this endeavor. 

(6) Subdivision (0) of recommendation No. 1 carries forward the 
idea of increased emphasis on paperwork management, but its literal 
application would produce more difficulties than advantages. The 
vesting of powers of renee supervision” in General Services Ad- 
ministration over all phases of paperwork management throughout 
the Government would subordinate the operating discretion of the 
head of an agency and thus impair his ability to discharge the func- 
tions for which he is ultimately held responsible. 

Rigid standardization of procedures and practices relating to paper- 
work management, enforcible at the will of another agency, might 

rove unworkable in some operations because of the lack of similarity 

etween the programs of the several agencies affected. Of course, the 
availability in a central coordinating agency of information concern- 
ing the experience of other agencies, and the coordination of inter- 
agency activities, might prove helpful. A worthwhile service might 
also be provided by the establishment of sound standards for evaluat- 
ing and comparing the programs of the various agencies. 

It would seem quite probable, therefore, that advisory and consulta- 
tive assistance on these matters from a central agency would prove of 
value and would itself contribute to the maintenance of attention to 
this problem on a current and continuing basis. This constructive 
step is obviously quite different from the plan of general supervision, 
as contemplated by the recommendation, with which the Veterans’ 
Administration is unable to concur. 

(c) The comments with respect to subdivision (/) are generally 
applicable to subdivision (c) of recommendation No. 1, since this 
merely furthers the concept of concentrating paperwork management 
“supervision” in General Services Administration. 


RECOMMENDATION NO. 2 


“We recommend that some top official in each agency be assigned the 
responsibility (a) to review all forms with a view to simplification ; 
(6) to determine the number of copies of correspondence, printed or 
mimeographed material with a view to the elimination of nonessential 
copies; (c) to determine the number and character of reports within 
the agency and to other agencies with a view to the reduction of num- 
bers and the elimination of nonessential reports and that this official 
cooperate with the General Services Administration in determina- 
tion of methods and systems for action. 

“Our task force is now conducting an investigation of the ‘stand- 
ard form’ program of the Bureau of the Budget and we will report 
on that later in part II of this report.” 


Comments of Veterans’ Administration 
The Veterans’ Administration has an active program for (a) sim- 


plification of forms; (%) the elimination of nonessential copies of 
correspondence, printed or mimeographed material; (¢) the redue- 
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tion of numbers and the elimination of nonessential reports. The 
form of organization in this agency for accomplishing these objectives 
is somewhat different, however, from that apparently intended by the 
recommendation. 

The Assistant Administrator for Administration has the staff func- 
tion of developing standards, recommending policies, and appraising 
the effectiveness of the agency’s forms, correspondence, and records 
management programs. The VA Controller has similar staff respon- 
sibilities in the reports field. These staff advisers to the Adminis- 
trator advise, recommend, plan. They do not “determine” or “direct.” 

Actual operation of the paperwork management activities is de- 
centralized to line officials who head the three operating departments 
of the Veterans’ Administration. Each of these departments has full- 
time employes engaged in forms control and standardization, corre- 
spondence management, records management, and reports control. 
These employees are trained in the substantive programs of their de- 
partments so that paperwork management techniques may be adapted 
to the peculiar needs of each department within the framework of 
uniform policies and standards established by the Administrator. 

At present a review of report structure is being conducted under 
the leadership of the VA Controller. The purpose of this review is 
the revision of existing reports where necessary and the elimination 
of unnecessary reports. 

Centralization of control over paperwork management activities, in 
a single official who would “review” and “determine,” beyond that 
cima in existence in the Veterans’ Administration, would in our 
judgment weaken rather than strengthen the effectiveness of these 
activities. For a small agency, with a single program, we believe 
the form of organization recommended might prove effective. For a 
large agency, such as the Veterans’ Administration, with a multi- 
plicity of activities—operation of a hospital system, an insurance busi- 
ness, a loan-guaranty operation, a vocational rehabilitation program, 
etc.—we believe the present arrangement to be the most effective in 
accomplishing the Commission’s objectives. 

The Veterans’ Administration would not be inclined to favor any 
arrangement which would place a service or staff agency, such as 
General Services Administration, in a position to dictate how paper- 
work management would be applied to substantive operations. We 
would, however, welcome guidance and assistance in developing 
methods and systems adapted to our line responsibilities. 


RECOMMENDATION NO. 3 


“Immediate savings could be made if legislation were enacted 
authorizing the necessary changes in forms 941 and 941A (employer’s 
quarterly Federal tax return), as recommended by the Internal Reve- 
nue Service and the Social Security Administration. We recommend 
that this legislation be enacted.” 


Comments of Veterans’ Administration 


The Commission indicates that legislation would be required to 
accomplish this reeoommendation. Reference to the related discussion 
in the report of the task force indicates that the proposed simplifica- 
tion in the employer’s quarterly Federal tax return consists of the 
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elimination of that part of the return calling for a listing of employees 
and specified information concerning them. It is stated that this 
would result in large savings to industry, as weil as considerable sav- 
ing to the Federal Government. While not generally required to sub- 
mit such listings, Federal agencies, including the Veterans’ Adminis- 
tration, would profit from this recommended change to the extent 
that it would no longer be necessary in connection with quarterly 
returns to list those employees from whose salaries deductions are 
for the FICA tax. The Veterans’ Administration would favor this 
improvement and any other changes which would simplify or elimi- 
nate the quarterly lump-sum tax returns now required. 


ADOPTED TASK FORCE RECOMMENDATION NO. 1 


“The General Services Administration serve as a clearinghouse for 
all Federal agencies for management information relating to the 
paperwork-management program.” 


Comments of Veterans’ Administration 

The Veterans’ Administration would favor a central clearinghouse 
for management information relating to paperwork management. 
Such a clearinghouse could perform a worthwhile assistance by issuing 
informational material, pamphlets, sponsoring meetings, lending the 
assistance of specialized personnel ade requested to do so. 


ADOPTED TASK FORCE RECOMMENDATION NO. 2 


“The General Services Administration sponsor a correspondence 
style board [similar to the Government Printing Office Style Board }.” 


Comments of Veterans’ Administration 

Such a board might serve a useful purpose if it were established on 
the basis of voluntary participation, and were advisory and educa- 
tional only, without directive authority of any sort. 


ADOPTED TASK FORCE RECOMMENDATION NO, 3 


“The General Services Administration, in cooperation with agencies 
concerned, initiate action to reduce the percentage of records desig- 
nated as permanent. = 


Comments of Veterans’ Administration 


This is a field to which the Veterans’ Administration has given a 
great deal of attention. We favor any cooperative action which will 
assist us in our efforts to reduce the quantity of our records which are 
considered permanent. 


ADOPTED TASK FORCE RECOMMENDATION NO, 4 


“The General Services Administration establish a goal of having 
one-half instead of one-third of all records in center-type space, in- 
cluding recognized staging areas and the National Archives.” 


Comments of Veterans’ Administration 
The establishment of a general goal of having one-half instead of 
one-third of all records in center-type space is, of course, appealing 


70372—56——2 
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from an overall standpoint. We believe it unrealistic, however, to 
establish arbitrary standards, applicable without regard to special 
agency requirements. Differences in mission and functions result in 
large variations in the percentage of records an agency can, or should, 
place in storage. The rapidity with which stored records may be 
obtained when needed also must be considered. 


ADOPTED TASK FORCE RECOMMENDATION NO. 5 


“The General Services Administration (National Archives’ and 
Records Service) establish standards to evaluate records centers and 
staging areas with a view to closing out uneconomical records centers 
and, if warranted, establish additional staging areas.” 


Comments of Veterans’ Administration 

The objectives of the recommendation are obviously desirable. This 
agency would cooperate in the development of such standards, if 
asked. 


ADOPTED TASK FORCE RECOMMENDATION NO. 6 


“The General Services Administration, in cooperation with the 
Bureau of the Budget, consider the establishment of a ‘Federal Equip- 
ment Credit System’ to facilitate the transfer among agencies of 
office machines and filing equipment.” 


Comments of Veterans’ Administration 
A study of this kind would seem to be worthwhile. The Veterans’ 
Administration would not, however, be inclined to favor any system 


which required the using agency to justify to General Services Ad- 
ministration its need for drawing on its own credit. 


ADOPTED TASK FORCE RECOMMENDATION NO. 7 


“The General Services Administration sponsor permanent inter- 
agency committees on automatic office machines and electric account- 
ing machines which would serve as clearinghouses of information and 
guidance to a)l agencies of the Gevernment on technical and adminis- 
trative questions entailed in the development, procurement, and use 
of these machines.” 


Comments of Veterans’ Administration 


It would be helpful to the Veterans’ Administration to have access 
to a pool of such information, when needed. Because of the rapid 
advances in the development of such equipment and the multiple uses 
of it, it is difficult, if not economically impossible, for one agency to 
keep currently posted on all new innovations. This agency would 
welcome an invitation to participate in the work of such committees, 
particularly if the committees were established on a highly selective 
basis, i. e., composed of members representing departments or agen- 
cies that are either large users or engaged in extensive research into 
the development and utilization of such equipment. 
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ADOPTED TASK FORCE RECOMMENDATION NO. 8 


“The General Services Administration initiate studies to determine 
if Government should make greater use of commercial tabulating 
facilities on a fee or contractual basis to meet peak workloads.” 


Comments of Veterans’ Administration 


The Veterans’ Administration concurs in the studies recommended. 
We now use commercial tabulating facilities and the facilities of other 
Government agencies to meet peak workloads whenever possible. 


ADOPTED TASK FORCE RECOMMENDATION NO. 9 


“The General Services Administration extend the terms and condi- 
tions of the existing domestic contracts to provide for the procure- 
ment of tabulating equipment for use in foreign countries and terri- 
torial possessions. Legislation may be needed.” 

Comments of Veterans’ Administration 

This recommendation evidently arises from the practice prevailing 
in overseas areas by which each agency must negotiate with the sup- 
plier on an annual rental contract for tabulating equipment. The mili 
tary departments appear to be primarily concerned with this problem, 
in connection with their many overseas installations. Separate con- 
tracts must be negotiated yearly for each installation. The Veterans’ 
Administration uses tabulating equipment in only one foreign country, 
Manila, Republic of the Philippines, and the annual renewal of the 
contract on the same basis presents no difficulty. Existing domestic 
contracts are already applicable to Veterans’ Administration installa- 
tions in Puerto Rico. eet. this agency has no direct interest 
in the adoption of this recommendation, but from a governmentwide 
standpoint it appears to have considerable merit. 


ADOPTED TASK. FORCE RECOMMENDATION NO, 10 


“The General Services Administration study all Government shops 
for the repair of business machines with the view to having such work 
done on contract when more economical and practical.” 


Comments of Veterans’ Administration 

The Veterans’ Administration favors the objectives of the study 
recommended. It is to be noted that a study of commercial-industrial 
activities of the Government, directed by the Bureau of the Budget, 
January 15, 1955, includes the repair of business machines as provided 
in the recommendation. It is possible that the results of this study un- 
der Bureau of the Budget supervision will, to all intents and purposes, 
meet the requirements of the Commission task-force recommendation. 


ADOPTED TASK FORCE RECOMMENDATION NO. 11 


“The General Services Administration establish a Central Microfilm 
Service to be operated under an industrial or revolving fund. Legisla- 
tion may be needed.” 
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Comments of Veterans’ Administration 

This recommendation is now being accomplished by General Serv- 
ices Administration on a reimbursable basis for small agencies within 
the Washington, D. C., area. The adoption of the recommendation on 
a governmentwide basis would affect, for the most part, those agencies 
microfilming records for disposal or other purposes requiring a one- 
time microfilming operation, as distinguished from microfilming as 
an integral part of day-to-day routines. The Veterans’ Administra- 
tion ssntiaihen microfilming on (1) a daily basis in connection with 
insurance operations covering records in transit, current records, etc., 
and (2) a daily and annual basis in central office, the district offices, 
and regional offices for security purposes. Projects of this type require 
and justify the permanent installation of microfilm equipment on the 
premises and, under the circumstances, they are considered to be eco- 
nomical activities. 

Accordingly, while the Veterans’ Administration has no objection to 
a Central Microfilming Service with facilities available at the option 
of the using agencies, if the recommendation contemplates compulsory 
use of such a central service, displacing agency microfilming opera- 
tions, the Veterans’ Administration would be opposed to its adoption. 
Such a course would result in serious delays in service and disrup- 
tions of day-to-day activities, since the microfilming process, where 
necessary, is an important step in the established work pattern of the 
Veterans’ Administration. 


ADOPTED TASK FORCE RECOMMENDATION NO. 12 


“All agencies of Government should survey their actual require- 
ments for legal-size file cabinets and the actual need for documents of 
this size. The results of this survey should be closely related to plans 
of each agency to procure or keep legal-size file cabinets. In addition 
to more discriminating use, investigation will have to be made of the 
need for legal-size paper, including review of pertinent laws, Execu- 
tive orders, and regulations which specify its use.” 


Comments of Veterans’ Administration 

In common with other agencies the Veterans’ Administration has 
legal-size file cabinets in use, to some extent, throughout the agency. 
Efforts are already being made in certain areas to revise and redesign 
forms and other records to letter size where practicable. Steps are 
also being taken within the Veterans’ Administration to conduct a 
survey as suggested in this recommendation, including a study of the 
actual requirements throughout the agency of legal-size file cabinets, 
the actual need for any existing legal-size forms, and with a view to 
strict control of the issuance of legal-size paper. 


ADOPTED TASK FORCE RECOMMENDATION NO. 13 


“The Civil Service Commission (a) promulgate clear-cut classifica- 
tion standards for all types of positions involved in the programs of 
paperwork management; and (6) issue definitive qualification and 
experience standards for positions involved in paperwork management 
programs to enable agencies to give consideration to experience in 
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related man ent fields when recruiting and qualifying individuals 
at any grade level.” 


Comments of Veterans’ Administration 

It is understood that the Civil Service Commission, to which this 
recommendation is specifically directed, is actively engaged in the 
development of standards for positions involved in programs of paper- 
work management and that the proposed position classification stand- 
ards will be released for agency review in the near future. The Vet- 
erans’ Administration will give serious consideration to these gremels 
and any proposals for qualification and experience standards with a 
view to determining the extent to which the application of standards 
of this kind will contribute toward the improvement of our programs 
of paperwork management. Undoubtedly, the success of these pro- 
grams depends in large measure upon their conduct by personnel well 
adapted to the special requirements of this activity. Since paperwork 
management responsibility is to a considerable extent inherent in all 
positions involving administrative management functions, there is, of 
course, the question of the extent to which it is feasible to identify 
paperwork management positions as such and single them out for em- 
phasis or specialization. The underlying objective of this recom- 
mendation appears to be sound, but the feasibility and extent of its 
implementation need to be carefully considered in the examination 
of such proposed standards as may be developed by the Civil Service 
Commission. 


ADOPTED TASK FORCE RECOMMENDATION NO, 14 


“The Joint Committee on Printing, in cooperation with the Govern- 
ment Printing Office, prescribe standards for the procurement of 
printed material which 1s purchased as part of a basic service or equip- 
ment contract.” 


Comments of Veterans’ Administration 

This recommendation would not affect the Veterans’ Administra- 
tion either presently or in the foreseeable future. Procurement of 
printed material as part of a basic service or equipment contract is 
largely limited to the military departments. The development of 
standards governing these practices appears to be within the purview 
of the Joint Committee on Printing and the Government Printing 
Office, which may already have the necessary authority to develop and 
prescribe such standards. It would appear that this recommendation 
is sound in view of the possible savings which might be achieved. 


ADOPTED TASK FORCE RECOMMENDATION NO, 15 


“The Treasury Department review the laws governing its check- 
issuing operations and report on the same to the Congress with a 
view to staggering required issue dates to spread the workload over 
the full month.” 


Comments of Veterans’ Administration 


The recommended review and its possible results would affect the 
Veterans’ Administration, as well as other agencies of the Govern- 
ment. Such a review by the Treasury Department, with resulting 





14 COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 


report to the Congress, appears to be desirable provided that the 
several agencies of the Government are given a full opportunity to 
indicate the practical effects on their operations, including any adverse 
effects which should be considered along with any advantages to the 
Treasury Department. 


ADOPTED TASK FORCE RECOMMENDATION NO. 16 


“The Post Office Department, in cooperation with the Bureau of 
the Budget, develop a simpler and less expensive method for deter- 
mining the postage costs of individual agencies.” 


Comments of Veterans’ Administration 

The Veterans’ Administration concurs in this recommendation. At 
present the Veterans’ Administration uses a large number of man- 
hours in determining the use of penalty indicia matter for the purpose 
of submitting reports to the Post Office Department. 


ADOPTED TASK FORCE RECOMMENDATION NO. 17 


“The Office of Defense Mobilization, in cooperation with the Gen- 
eral Services Administration, complete a program for the protection 
of vital records.” 


Comments of Veterans’ Administration 

The Veterans’ Administration concurs in this recommendation. We 
have already a well-advanced program for the protection of records 
vital to the continuation of our essential functions. 


ADOPTED TASK FORCE RECOMMENDATION NO. 18 


“The Government Printing Office negotiate a contract with each 
supplier of tabulating cards which would permit Government agen- 
cies to purchase such cards direct from suppliers.” 


Comments of Veterans’ Administration 

The Veterans’ Administration concurs. On March 23, 1955, the 
Deputy Administrator requested the Government Printer to grant the 
Veterans’ Administration permission to institute this procedure at 
once. 


JUNE 30, 1955. 
Hon. Orn E. Tracur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 

Dear Mr. Tracur: In accordance with your request, transmitted 
by Mr. Oliver E. Meadows, staff director, I am enclosing the com- 
ments of the Veterans’ Administration on those recommendations in 
the reports of the Commission on Organization of the Executive 
Branch of the Government on the subjects of Federal medical services 
and lending, guaranteeing, and insurance activities of the Federal 
Government. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to this submission but that the relationship of 
the views on the recommendations of the Commission on Organiza- 
tion of the Executive Branch of the Government expressed therein 
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to the program of the President has not been determined, and that the 
report shall not be construed as a commitment regarding legislation 
which has been or may be proposed to carry out the recommendations 
of the Commission. 
Sincerely yours, 
Joun S. Parrerson, Deputy Administrator 
(For and in the absence of H. V. Higley, Administrator). 


Report on FeperAL MepIcaL SERVICES 
RECOMMENDATION NO. 1 


“In order to effect the above responsibilities, the President should 
appoint a Federal Advisory Council of Health, to be comprised of 
members of the medical professions together with lay members of 
distinguished records in fields other than the medical profession, and 
to serve at the will of the President. The Council should have a small 
staff but should depend upon other agencies of the Government for 
information.” 

Norr.—The responsibilities referred to in the recommendation are 
listed as 11 items in the discussion preceding the recommendations 
(pp. 21-22, H. Doc. 99, 84th Cong.). 

Comments of Veterans’ Administration 

The proposed Federal Advisory Council of Health would appar- 
ently perform functions similar in part to those performed by the 
former Federal Board of Hospitalization, although the Council’s 
duties would be more extensive in scope. Briefly, these duties would 
have to do with evaluation of policies and programs relating to Fed- 
eral medical care and national health; advice on measures for assur- 
ing adequate health manpower and hospital facilities for the Nation’s 
health; review of proposals and programs, and advice to the Presi- 
dent on Federal hospital construction or Federal grants for construc- 
tion; advice upon coordination of regional hospital services of all 
agencies; advice on more systematic cross servicing between medical 
agencies; advice upon measures for adequate training and selection 
of Federal medical staff; advice to Federal departments on all medi- 
cal policies and programs; advice to the Selective Service System on 
the mobilization of medical personnel; advice upon systems of project 
grants for health-research programs of the Government; periodic 
reports on progress or failure in Federal health programs and policies 
to the President and the agencies; and report to the President as well 
as advice to the Bureau of the Budget and the Congress on such mat- 
ters as they may request. 

It is the stated view of the Commission that there should be an 
agency within the Executive Office of the President charged with the 
responsibilities of reviewing Federal medical policies and activities 
in order to facilitate coordination, eliminate duplication, and develop 
overall policies. Apparently, the Commission, like the task force, 
feels that this function is not being performed, on the broad basis 
contemplated, at any single central point in the Government today. 

The Federal Board of Hospitalization, which was established by the 
President in 1921, was designed to coordinate the separate hospitaliza- 
tion activities of the Army, the Navy, the Public Health Service, the 
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United States Veterans’ Bureau, St. Elizabeths Hospital, the National 
Home for Disabled Volunteer Soldiers, and the Office of the Commis- 
sioner on Indian Affairs. The Board functioned for some 3 years 
under a Chief Coordinator appointed by, and directly responsible to, 
the President. In 1924 it was reorganized, under the chairmanship 
of the Director of the United States Veterans’ Bureau, which was 
later absorbed into the Veterans’ Administration, and the procedure 
was established that its recommendations should be transmitted to the 
Director of the Bureau of the Budget for the consideration of the 
President. The Board was reestablished in 1943 as an advisory 
agency to the Bureau of the Budget in the development of plans for 
postwar hospitalization needs of the agencies affected. 

When the Federal Board of Hospitalization was abolished in 1948, 
the procedure was established for review and coordination by the 
Bureau of the Budget of hospital, convalescent, and domiciliary pro- 
grams developed and operated by the departments and agencies of 
the Federal Government. 

Considering the broader objectives of this recommendation, the 
Veterans’ Administration believes there is much to be said in favor of 
a top-level advisory body to assist the President in reaching decisions 
respecting the maximum utilization of the Nation’s health resources> 
The proposed Council is one method for executing this principle. 
However, if it should be determined that such a Council should be 
established, there are certain aspects of the recommendation which 
nae special comment. 

‘he provision for a group composed of both medical and lay per- 
sonnel is obviously sound. There would seem to be much merit, how- 
ever, in weighting the membership on the side of members drawn from 
the medical professions, in view of the highly technical and specialized 
problems inherent in medical and health programs of all kinds. 

In view of the complexities of the national medical activities, both 
Federal and non-Federal, it may also be advisable to constitute the 
Council as a full-time body rather than one which functions only on a 
part-time basis, as proposed. If such a Council is to serve a truly 
useful purpose, it must be constantly aware of problems as they develop 
and change and must be in a position to provide continuity of action. 

The Commission does not specify the size of the Council. The task 
force suggested a membership of approximately 10 persons. It is 
suggested that for purposes of efficiency a Council of about five mem- 
bers would be preferable, subject to authorization of such supple- 
mental staff, including use of consultants, as may be indicated. 

It is believed of paramount importance that any such body should 
operate only in an advisory capacity, without any prerogative to direct 
aorney action. Otherwise there would exist the undesirable possibil- 
ity of interference with agency discretion and therefore with the 
discharge of statutory agency responsibility. The primary considera- 
tion is the furnishing of advice by a qualified body to the President 
and other appropriate officials on overall health matters and to assist 
in the development of a properly coordinated approach to medical 
matters of national import. 
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RECOMMENDATION NO. 2 


“That the medical and hospital services of the three armed services 
be modified into a much more closely coordinated pattern which will 
provide that: 

“(a) Military medical and hospital services within continental 
United States be coordinated by assigning to a single military depart- 
ment the responsibility under the direction of the Secretary of De- 
fense for supervisory hospital service in a defined geographic region 
and that this concept be furthered wherever practicable in extra- 
continental areas; 

“(6) Patients of all military departments requiring highly special- 
ized medical care be concentrated into special hospitals, each of which 
will serve the three departments; 

“(c¢) The Secretary of Defense be given authority to strengthen, 
consolidate, modify, and reallocate medical care responsibilities of the 
aise departments in line with recommendations (a) and (6) above; 
an 

“(d@) Each of the three military departments maintain a medical 
center, the components of which should be a hospital and a center for 
education of military medical personnel occupied with medical prob- 
lems identified with the primary mission of the department.” 


RECOMMENDATION NO. 3 


“That the Secretary of Defense, with the assistance of the Federal 
Advisory Council of Health, develop recommendations for revision of 
the Selective Service Act to effect maximum utilization of medical 
personnel.” 

RECOMMENDATION NO. 4 


“That the Secretary of Defense strengthen the armed services train- 
ing program for interns and residents, for other physicians and 
dentists on active duty, and for Reserve officers not on active duty. 

“This program should be planned and directed from the medical 
center of each service, using selected military and civilian hospitals for 
special training.” 

Comments of Veterans’ Administration 

These recommendations are not specifically applicable to the Vet- 
erans’ Administration. It may be noted, however, that the concept of 
training programs and affiliations with nongovernmental medical in- 
stitutions, which is involved in recommendation No. 4, is sound. Its 

ractical importance has been demonstrated by the experience of the 
Veterans’ Administration. 


RECOMMENDATION NO. 5 


“That the Administrator of the Veterans’ Administration consider 
the recommendations made by the task force as to closing of certain 
hospitals and obtain the advice of the proposed Federal Advisory 
Council of Health on these recommendations; that all hospitals deter- 
mined to be surplus be closed immediately.” 
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RECOMMENDATION NO. 6 


“(a) That all present outstanding authorizations and appropria- 
tions for construction of additional veterans’ general hospitals be 
rescinded except for those now under construction or under contract. 

“(b) That the Veterans’ Administration dispose of by sale or other- 
wise any hospital which in its judgment can no longer be operated 
effectively and economically ; and that the proposed Federal Advisory 
Council of Health on behalf of the President review the manner in 
which the hospital facilities of the Veterans’ Administration are being 
used and make recommendations for disposal or more economic utiliza- 
tion of the hospital plant.” 


Comments of Veterans’ Administration 


It is stated categorically in the Commission’s report (H. Doc. No. 
99, 84th Cong., p. 33) that there are more veterans’ hospitals than are 
necessary ; that many are uneconomic to operate; and that this is true 
of some because of size, location, or inadequate number of patients. 
The reference in recommendation No. 5 to the recommendations of the 
task force as to the closing of certain hospitals falls short of a posi- 
tive commitment by the Commission itself that the 19 hospitals listed in 
appendix table 12 of the task force report should be closed. 

It may be noted that, as an additional item, the Commission does 
state in another connection (H. Doc. No. 99, 84th Cong., p. 11) that 
an area survey indicated that a tuberculosis hospital of the Veterans’ 
Administration in New York should be closed and the patients ab- 
sorbed into the increased general hospital plant, probably by convert- 
ing at least one building of a cael hospital to this purpose. This 
reference is apparently to the tuberculosis hospital operated by the 
Veterans’ Administration at Castle Point, N.Y. 

There are many factors to be considered in evaluating any sugges- 
tion that existing hospital facilities of the Veterans’ Administration 
should be eliminated. Among these is the question of wide geographi- 
eal distribution of facilities to bring hospital service close to points 
of local need. Against this is the problem of recruiting adequate 
staffs in remote localities and the desirability of maintaining adequate 
facilities in areas of large veteran population. In general, it has been 
the desire of the Veterans’ Administration to locate its newly con- 
structed hospitals in the vicinity of medical centers in order to facili- 
tate the recruitment of staff, and thus to have readily available high] 
trained and specialist personnel to provide the highest quality of medi- 
cal care. 

It is unnecessary to add that the development of the hospital sys- 
tem through the years has not always proceeded in accordance with 
a consistent plan but has resulted from a variety of factors, which 
did not in all c»-2s permit the location and operation of hospitals in 
a manner fitting neatly an overall pattern of maximum effectiveness. 
However, an extensive alteration of the existing distribution and 
location of facilities should be considered most cautiously, with due 
regard for the reliance upon and expectation of localized service which 
has crystallized in the areas affected. 

This is not to foreclose the possibility of adjustments and changes 
in those situations in which a careful study of the problem, with a 
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proper balancing of all pertinent factors, clearly and unmistakably 
points to the necessity for such actions. 

The Veterans’ Administration has given this matter intensive at- 
tention for some time, including a period preceding the report of 
the Commission. Although this agency is not by any means prepared 
to endorse the wholesale closings recommended by the task force, 
since it is felt that such sweeping action is not justified at this time, 
our efforts will be continued toward reaching a definite determination 
as to whether any hospital closings are presently indicated in the 
interests of greater efficiency and without impairment of a proper 
distribution of hospital plants to meet the needs and convenience of 
veterans. In this endeavor the Veterans’ Administration will co- 
operate with the proposed Advisory Council, if established, or with 
any other group in the Executive Office of the President. 

It should be stated that to the extent the recommendations of the 
Hoover Commission for the closing of hospital installations are moti- 
vated by the concept implicit in other recommendations that the care 
of veterans with non-service-connected conditions should be mate- 
rially curtailed, the Veterans’ Administration would be unable to 
relate its plan to this concept in the absence of a well-defined change 
in existing legislative policy. 

Recommendation No. 6 (a), that outstanding authorizations and 
appropriations for the construction of additional veterans’ hospitals 
be rescinded except for those under construction or contract, would 
ultimately present a question for legislative consideration, since the 
Congress has authorized the construction of 2 proposed 500-bed gen- 
eral medical hospitals as replacements, one at Washington, D. C., and 
the other at Cleveland, Ohio. In both instances these hospitals are 
necessary and are located in areas of large patient demand. The Vet- 
erans’ Administration does not concur in this recommendation. 

Contrary to the implications of recommendation No. 6 (b), the 
disposition of any hospital establishments determined to be excess 
to the needs of the agency would follow established surplus property 
procedures by reporting such properties to the General Services Ad- 
ministration as being excess to the needs of the operating agency. 

Finally, it seems in order to point out that while the recommenda- 
tions of the Commission looking to the closing of existing hospitals 
can be accomplished by direct administrative action, it is believed 
that any determinations which are made along this line should be fol- 
lowed by notice to the appropriate committees of the Congress well 
in advance of the scheduled closing dates. This appears to be a proper 
and advisable step, in view of the fact that the acquisition and con- 
struction of hospitals operated by the Veterans’ Administration 
was pursuant to congressional authority. 


RECOMMENDATION NO. 7 


“That the statement of a veteran of his inability to pay for hospital- 
ization for non-service-connected disabilities should be subject to veri- 
fication: and that the Veterans’ Administration be authorized to collect 
in case such a statement is not substantiated.” 
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Comments of Veterans’ Administration 

The implementation of this recommendation would require changes 
in the existing law. The admission of war veterans to hospitals of the 
Veterans’ Administration for treatment of non-service-connected con- 
ditions on the basis of the statement under oath that the applicant is 
unable to defray the necessary expense is specifically authorized by 
section 6 of Public No. 2, 73d Congress, approved March 20, 1933, as 
amended. This law provides that the statement of the veteran “shall 
be accepted as sufficient evidence of inability to defray necessary ex- 
penses.” No other verification is required and the statute does not 
permit the conditioning of free hospitalization upon verification there- 
of pursuant to investigation. 

During July 1953 extensive hearings were held by the Subcommittee 
on Hospitals, Committee on Veterans’ Affairs, House of Representa- 
tives, on the general subject of entitlement and eligibility of veterans 
for hospital care and outpatient dental treatment. In the course of 
these hearings there were discussions relative to a study of admin- 
istrative steps which might be taken by the Veterans’ Administration 
to clarify and possibly amplify existing procedures relating to the hos- 
pitalization of veterans for non-service-connected disabilities on the 
basis of inability to defray the necessary expenses. As the result of 
this study an addendum to the hospital application form (VA form 
10-P-10) was issued requiring that the applicant state briefly his 
assets. This procedure is an exercise of the Administrator's authority 
to prescribe the form of application but, irrespective of the facts re- 


flected by the statement of assets, hospitalization may not be denied if 
the applicant makes the required statement under oath of his inability 


to defray the expense of hospitalization. It was felt that this addi- 
tional procedure would serve as a deterrent to abuses. 

Since the addendum to the application form was promulgated, out 
of more than one-half million applications there have been forwarded 
to central office in accordance with instructions only some 200 cases 
wherein it appeared that the applicant could have paid for his neces- 
sary hospital and medical care. It is believed that the relatively in- 
significant number of questionable cases which has been turned up 
through this procedure does not justify the apparent views of the 
Commission that the present system is subject to widespread abuses. 

In connection with the Second Independent. Offices appropriation 
bill for 1954 (H. R. 5690, 83d Cong.), a provision was included by the 
reporting appropriations committee to authorize investigation of the 
statement under oath and to make collection from veterans hospital- 
ized for non-service-connected disability in accordance with their 
ability to pay. This proposal was not adopted, and after subsequent 
study of the whole problem by the Subcommittee on Hospitals of the 
Committee on Veterans’ Affairs, a determination was made by the 
committee itself, as reflected by its resolution of March 24, 1954, that 
no legislation be considered ronng to this matter until the effect of 
the new administrative policy has been determined. The committee 
specifically indicated its approval of continued hospitalization of non- 
service-connected neuropsychiatric and tuberculous patients and also 
the continued hospitalization of other groups of non-service-connected 
veteran patients where beds are available and the veteran does not have 
the ability to pay for private hospitalization. 
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The Veterans’ Administration seriously questions the wisdom and 
racticability of a vertification procedure such as that contemplated 
y the Commission. 

The second part of the recommendation, to the effect that collection 
should be made where the statement is not substantiated, seems incon- 
sistent with the first part for the reason that if the oath were subject 
to vertification the applicant should not be admitted to the hospital 
because he would not meet the basic requirements of the law. Aside 
from this, there is a serious question of policy as to whether this or any 
other governmental agency should enter into the business of providing 
hospital care for pay in competition with private, public, and eleemosy- 
nary institutions. 


RECOMMENDATION NO. 8 


“That veterans having service-connected disabilities but making 
application for treatment of nonservice disabilities be required to sign 
a statement of inability to pay (VA Form 10—P-10, together with its 
addendum ).” 

Comments of Veterans’ Administration 

This recommendation could be implemented by a change in regu- 
lations of the Veterans’ Administration without the necessity for au- 
thorizing legislation. The basic statute governing hospitalization of 
veterans, section 6, Public No. 2, 73d Congress, approved March 20, 
1933, as amended, authorizes the Administrator to furnish hospital 
care for certain classes of veterans under such limitations as he may 

rescribe. By virtue of this authorization, regulations were amended 
in 1945 to provide for the furnishing of hospital treatment for non- 
service-connected diseases or injuries to veterans who have been dis- 
charged under conditions other than dishonorable for disability in- 
curred in line of duty, or to those who are in receipt of compensation 
for service-connected disability, without requiring the submission of 
a statement under oath as to financial inability to defray the cost of 
the necessary hospital care or, as had been previously required, evi- 
dence that the veteran is incapacitated from earning a living and has 
no adequate means of support. 

The basic question is whether these groups should enjoy a preferred 
position in relation to war veterans not receiving compensation or not 
discharged for ee who must file the statement under oath as a 
prerequisite to hospiltalization for non-service-connected conditions. 

t was felt at the time the regulations were amended in 1945 that the 
existence of service-connected disablement did provide a basis for 
distinction. In addition, there is for consideration the fact that in 
some cases prompt and effective treatment of non-service-connected dis- 
orders for which hospitalization is indicated tends to prevent their 
progression to the point of rendering the service-connected conditions 
more disabling in extent. 

The Veterans’ Administration is not prepared at this time to make 
a definite determination of administrative policy on this important 
matter which should have further study, but the Administrator has 
directed that it be carefully reexplored. In the event of a change in 
regulations, it would not be proposed to impose the additional require- 
ments in cases of non-service-connected conditions which are associated 
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with and held to be aggravating service-connected disabilities, since 
such associated conditions should be regarded as being in the same 
general category as the service-connected disabilities involved for the 
purposes of adjunct treatment. 


RECOMMENDATION NO. 9 


“That the veteran should assume a liability to pay for care of his 
non-service-connected disability if he can do so at some reasonable 
time in the future. Such a debt should be without interest. Congress 
should pass appropriate laws providing for the collection of such 
obligations.” 


Comments of Veterans’ Administration 


Amendatory legislation would be required to implement this recom- 
dation. Hospitalization for non-service-connected disabilities is pro- 
vided under the authority of section 6, Public No. 2, 73d Congress, 
approved March 20, 1933, as amended. This basic law édiitaunpilates 
the furnishing of hospital care and treatment on a gratuitous basis 
to veterans who are eligible under its provisions. In this respect, the 
program of hospitalization, both for service-connected and non-serv- 
ice-connected cases, is a part of the overall pattern of benefits, includ- 
ing compensation, pension, and readjustment aids for war veterans, 
which has been established for the assistance and relief of eligible 
veterans as a measure of the Government’s obligation and therefore 
at the expense of the Government. 

Aside from the questionable policy of placing the Veterans’ Admin- 
istration in the position of providing hospital care for pay in compe- 
tition with private and other institutions, it would seem directly con- 
trary to the spirit and purpose of this benefit program to require a 
veteran to assume a paaes upon his future of the kind proposed by 
recommendation No. 9. 

As indicated in connection with recommendation No. 8, the House 
of Representatives declined to adopt a somewhat similar provision as 
a rider to the second independent offices appropriation bill for 1954 
(H. R. 5690, 83d Cong.), and an extensive later study conducted 
within the Committee on Veterans’ Affairs resulted in a resolution 
by that committee endorsing continued hospitalization for non-serv- 
ice-connected conditions, where beds are available, for veterans not 
having the ability to pay for private hospitalization. It is believed 
that there was implicit in this conclusion a rejection of the idea that 
veterans should be burdened with a liability to pay for such hospital- 
ization when able to do so. 

The whole question of the extent to which hospital and medical care 
should be provided for veterans with non-service-connected disorders 
is one of high policy for Presidential and congressional consideration. 
However, it is seriously doubted that any limitation of the policy now 
in effect should involve such a drastic change in the basic purpose of the 
veterans’ hospital program as that proposed in this recommendation. 

It may be mentioned, also, that this proposal would be adminis- 
tratively expensive and unwieldy. The followup procedures, both 
with respect to determination of when the veteran might have attained 
an economic position enabling him to make payment and with respect 
to collection procedures, could be most cumbersome and would tend 
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to emphasize the commercial aspects of a governmental activity in 
behalf of a large group of persons hitherto regarded as having a 
special claim on the Government by reason of their service in time 
of war in the Armed Forces. 

It should be noted that the Commission’s comments with respect to 
collecting from insurance companies are rather misleading and unreal- 
istic. The insurance companies have very largely written their pol- 
icles to exclude reimbursement for hospital care afforded at public 
expense. The Commission’s recommendation would not affect this 
nonassumption of liability, and it is beyond the power of the Con- 
gress to require change of these insurance policies on this matter or 
to prohibit private persons from entering into such contracts. Legis- 
lation on this aspect would probably have to take the form of pro- 
hibiting hospitalization for veterans who have purchased policies 
containing such an exclusionary clause or, possibly, a provision requir- 
ing that such an applicant be placed in an inferior position in the 
order of admissions. 


RECOMMENDATION NO. 10 


“That outpatient care, whether prior to or following hospitalization, 
be Sexuiahell te indigent veterans with non-service-connected disabili- 
ties. (This does not include neuropsychiatric cases prior to hospitali- 
zation.) Such patients should also assume a liability to pay for their 
care if they can do so at some reasonable time in the future.” 


Comments of Veterans’ Administration 
In general, there is no authority under the present law for outpatient. 


care except for service-connected disabilities. The Veterans’ Admin- 
istration has gone as far as is legal under the existing law, and amenda- 
tory legislation would be required to accomplish the purpose of this 
recommendation. 

The intent of the recommendation is to reduce the length of stay 
in Veterans’ Administration hospitals and thereby decrease hospital 
costs. However, the extent to which this would be realized is specu- 
lative. Unless accomplished by an orderly curtailment of hospital 
facilities, a plan for outpatient care for non-service-connected disa- 
bilities to indigent veterans could easily add to rather than diminish 
existing expenditures for the medical care and treatment of veterans. 

The intent of the recommendation is understood and may be worth 
congressional exploration in conjunction with the whole problem of 
the limits, if any, which should be prescribed for the hospital and 
medical care of veterans with non-service-connected conditions. The 
qualifications to the recommendation are, however, subject to serious 
question. It would not cover the area in which possibly the greatest 
benefits could be realized—the field of neuropsychiatry—and would 
involve the highly doubtful procedure envisaged by recommendation 
No. 9, that of requiring beneficiaries of the proposed outpatient care 
to assume a liability to pay for their care if they can do so at some 
reasonable time in the future. 
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RECOMMENDATION NO, 11 


“That the Veterans’ Administration emphasize its program of medi- 
cal care and rehabilitation services for the aging veteran eligible for 
care, in order to reduce the number of chronic bed cases,” 


Comments of Veterans’ Administration 


The principle of this recommendation is sound and the policy of 
the Veterans’ Administration for the past several years is consistent 
with it. There are a number of studies currently in progress on the 
matter of medical and rehabilitation services for the aging veteran, 
and more are planned on this important phase of the program of the 
Veterans’ Administration. The legal authority to provide medical 
rehabilitation services already exists, within reasonable limits, and 
it is assumed that this recommendation does not comprehend voca- 
tional training, as provided for under other governmental programs, 


RECOMMENDATION NO. 12 


“That the medical-care functions of Veterans’ Administration re- 
gional offices be consolidated with, and where practicable physically 
located within, nearby Veterans’ Administration hospitals.” 


Comments of Veterans’ Administration 


The consolidation of the medical-care functions of regional offices 
with nearby Veterans’ Administration hospitals, where practicable, 
represents the current policy of the Veterans’ Administration which 
has been approved by the Administrator. Ten clinics have already 
been moved to hospitals, and studies are continuing for further con- . 
solidations as soon as feasible. 


RECOMMENDATION NO. 13 


“(a) That the responsibility and authority to establish and main- 
tain medical criteria for disability, both initial and continuing, should 
be transferred from the Compensation and Pension Branch ‘of the 
en (ne of Veterans’ Benefits, to the Department of Medicine 

Surgery. 

“(b) That the Department of Medicine and Surgery should also 
develop and maintain a mechanism for review of disabilit allowances 
based on the possibility of increase or decrease in disabilities.” 


Comments of Veterans’ Administration 


Both parts of this recommendation could be carried out, if a redistri- 
bution of functions is indicated, by administrative action on the part 
of the Veterans’ Administration. However, the discussion preceding 
the recommendation tends to indicate a misunderstanding by the Com- 
mission of the existing provisions and limitations of law respecting 
the assignment of percentage disability ratings for purposes of estab- 
lishing and revising the schedule of disability ratings and for purposes 
of individual adjudications. The Commission states (H. Doe. 99, 
84th Cong., p. 41) that disability compensation is “presumably equated 
to impairment of earning power” and urges that “disability ratings be 
based on true medical criteria and be more realistically related to loss 
of earning capacity.” 





COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 25 





The governing provisions of Veterans Regulation No. 3 (a), which 
was promulgated pursuant to title I of Public No. 2, 73d Congress, 
and which assumed the character of permanent law perforce of section 
19 of the same act, provide that the Administrator shall adopt and 
apply a schedule of ratings of reductions in earning capacity from 
specific injuries or combination of injuries and that ratings shall be 
based, as far as practicable, upon the average impairments of earning 
capacity resulting from such injuries in civil occupations. Thus the 
impairment of earning capacity involved is not impairment precisely 
related to the individual case, but rather “average impairment” as 
related to a large class of individuals, which does not permit the reduc- 
tion of percentage rating in an individual case where the person has 
been successful in overcoming the handicap. This statutory criterion 
corresponds to the principle which was incorporated in the War Risk 
Insurance Act Amendments of October 6, 1917, when the compensation 
system for the great World War I group was established. Considera- 
tion of “average impairment” in civil occupations similar to the occu- 
pation of the individual at time of enlistment was authorized by the 
World War Veterans’ Act, 1924, but the “average impairment” con- 
cept, without reference to preservice occupation, was reverted to in 
the enactment and implementation of Public No. 2, 73d Congress. 

Any assumption that a transfer within the Veterans’ Administration 
of responsibility for the rating criteria would result in a change in the 
rating policy so as to relate the percentage rating in the individual 
case to the exact degree of impairment in that case, irrespective of 
what might be the situation in the average case, is therefore based 
on a misapprehension of the nature of the compensation benefit as 
defined by law. 

It may also be noted that the one example used by the Commission 
of an excessive disability rating in the lower brackets is described in 
such a way as to reflect a misunderstanding. It is, in effect, stated 
that amputation of a great toe is rated at 30 percent, for which 
the veteran is entitled to a minimum of $50 per month, regardless of 
his other income. In fact, the uncomplicated amputation of the great 
toe entitles to a rating of only 10 percent. When it is associated with 
removal of the metatarsal head and consequently with the loss of 
muscle tone of both arches of the foot, it entitles to 30 percent. This 
is not high in relation to 10 percent for the simple loss of the toe or 
40 percent for the loss of the foot. In any event, the question of 
whether such a rating or any category of rating in the schedule for 
rating disabilities is realistic can be authoritatively determined only 
by a survey of the resultant average impairment in earning capacity 
and not solely on the basis of medical opinion, no matter how well 
informed. 

It is not entirely clear as to how far the recommendation would go 
in vesting responsibility in the Department of Medicine and Surgery 
concerning disability criteria. The Commission’s discussion concern- 
ing the relationship between ratings assigned and actual impairment 
of earning capacity suggests that by Recommendation No. 13 (@) it is 
sought to transfer basie functions of the rating schedule board, now 
within the Department of Veterans’ Benefits, to the Department of 
Medicine and Surgery: 

70372—56——3 
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With respect to the rating schedule itself, it should be stated that 
in its preparation and the preparation of amendments the advice of 
the medical authorities within the Department of Medicine and Sur- 
gery is freely sought and the final product is coordinated with them, 
to the end that each revision or amendment will represent the most 
current medical knowledge at the time. The membership of the 
rating schedule board includes two physicians. Thus, while the organ- 
izational responsibility for the schedule is that of the Department of 
Veterans’ Benefits, its development and change results from a coopera- 
tive proceduce with the Department of Medicine and suneery As 
previously indicated, the question of whether the schedular evaluation 
of disabilities resulting from various types of diseases and injuries is 
realistic does not by any means depend solely on medical opinion or 
medical criteria, but rather upon average impairment of earning capac- 
ity in civilian life, which is determinable on the basis of factual studies, 
including medical considerations. 

The rating boards at the field station level, each of which has a 
physician as a member, determine the proper degree of average im- 
pairment of earning capacity to be assigned in a given case. They 
deal with a wide variety of medical, legal, and other technical ques- 
tions in adjudicating compensation and pension claims. Their deter- 
minations include a consideration of the reports of physical examina- 
tions as well as lay evidence. The criteria governing their operations 
are formulated in the Department of Veterans’ Benefits as a staff func- 
tion of the compensation and pension program. The action of physi- 
cians within the Department of Medicine and Surgery plays an im- 
portant part in the adjudicative process, in that the Veterans’ Admin- 
istration physical examinations are conducted by physicians of that 
department and their findings, along with other pertinent facts, are 
used in making the determination of the degree of disability under 
the rating schedule itself. Appealed claims are passed upon by the 
Board of Veterans’ Appeals, which also has physicians, including 
specialists, among its members. 

As a predicate for recommendation No. 13 (6), the Commission 
states that there is a tendency to assume that disability is continuing 
and progressive and to avoid reexaminations. Unless the examina- 
tion by medical personnel of the Department of Medicine and Surgery 
indicates that the disability is static, reexaminations are required until 
the See. has remained at the same level as shown by examination 
over a period of 5 years. Although there may have been some justifica- 
tion for criticism that in some instances disabilities have been prema- 
turely classified as having reached a stationary level, efforts have been 
made to correct this situation and it is believed that the reexamination 
policy is fundamentally sound. The answer to the question of what 
should be the policy on reexaminations and the “mechanism” for peri- 
odic review is not, in any event, one which hinges on a transfer of 
responsibilities, as proposed. 

It should be noted that at one time the medical service of the Vet- 
erans’ Administration’s predecessor, the United States Veterans’ 
Bureau, had the responsibility for the rating schedule and for the 
rating policy generally. During the period 1924-26 this responsi- 
bility was transferred by administrative action to the service having 
charge of the compensation program, and this has been the situation 
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ever since. The question of whether there is now sufficient participa- 
tion by the Department of Medicine and Surgery in the development 
of medical criteria in connection with the disability rating system, par- 
ticularly in the identification of disability resulting from various dis- 
ease entities, is a matter which requires further study by the Veterans 
Administration. This includes the question of whether any redistri- 
bution of responsibilities in this field to the Department of Medicine 
and Surgery is indicated. Hence, the Administrator is not prepared 
at this time to make a final determination on this matter and is direct- 
ing a careful exploration by the departments concerned as a basis for 
reaching a definite conclusion. This agency has every desire to conduct 
its operations relating to the evaluation of disabilities for compensa- 
tion and pension or on a sound and realistic basis, and when 
improvements to that end are indicated, after careful study, they will 
be placed into effect. 


RECOMMENDATION NO. 14 


“That all laws relating to veterans or veterans’ benefits, and in par- 
ticular to medical treatment and domiciliary care benefits, be consoli- 
dated and enacted into a single, all-inclusive, comprehensive code; and 
that all existing rules, regulations, and Executive orders relating to 
veterans and veterans’ benefits be brought together in one volume.” 
Comments of Veterans’ Administration 

In general, this recommendation would involve legislative action to 
consolidate and enact a code of laws relating to benefits for veterans. 
That portion of the recommendation referring to existing rules, reg- 
ulations, and Executive orders being brought together in one volume 
is not entirely clear as to its intended scope. If it refers to the con- 
siderable and changing volume of regulatory and procedural material 
which is promulgated and amended by administrative action, there is 
a serious question as to the feasibility of attempting to consolidate all 
such material into a single volume which would quickly become obso- 
lete unless supplemented on a continuous basis. The basic administra- 
tive regulatory material is now contained in a looseleaf publication 
designated Veterans’ Administration Regulations. The discussion of 
this recommendation in the task force report, to which reference is 
made by the Commission, indicates that the objective is the enact- 
ment of a complete code of basic substantive provisions. The emphasis 
is placed upon provisions relating to medical treatment and domicil- 
lary care benefits. 

In view of the multiplicity of laws and other basic provisions gov- 
erning veterans’ programs, it is a desirable long-range objective that 
these provisions be gathered together, clarified, and enacted into a 
positive code. This would be a task of large proportions. In 1948 and 
1949 the Committee on the Judiciary, House of Representatives, intiat- 
ed a project of this order, and the Veterans’ Administration cooperat- 
ed to the extent requested. While this was not carried to fruition at the 
time, it will be noted that the chairman of the Committee on Veterans 
Affairs, House of Representatives, recently stated to the House, while 
discussing this recommendation, that his committee, in cooperation 
with the Committee on the Judiciary, is working on such a project at 
the present time. He alluded, among other things, to a bill, H. R. 3805, 
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84th Congress, which is now under active consideration by the Com- 
mittee on Veterans’ Affairs as a step in this direction. This bill has 
as its basic purpose the consolidation and clarification of laws relat- 
ing to compensation and the reenactment of these laws into a single, 
integrated statute. 

There is in fact a single basic statute relating to medical treatment, 
hospital care, and domiciliary care; namely, section 6 of Public No. 2, 
73d Congress, approved March 20, 1933, as amended and re-enacted by 
Public No. 312, 74th Congress, approved August 23, 1935 (38 U.S. C. 
706). There are implementing Veterans Regulations (Executive or- 
ders) and administrative regulations related to this basic authoriza- 
tion. In any future overall codification of veterans’ provisions it 
would be desirable to have a more closely knit, clear-cut pattern 
governing these matters. 


RECOMMENDATION NO, 15 


“That the provision of hospital and clinical service to American 
merchant seamen by the Federal Government be ended.” 


RECOMMENDATION NO, 16 


“(a) That the hospital and medical care of the Coast and Geodetic 
Survey, the Coast Guard, and the Public Health Service personnel be 
provided for by the military medical services at their nearest facilities, 
and that, pending the establishment of voluntary contributory health- 
insurance plans for dependents, the dependents be similarly cared for 
on a reimbursable basis between the agencies. 

“(b) That civilian Federal Government employees receive care for 
job-connected illness in the non-Federal hospitals at the expense of the 
Bureau of Employees’ Compensation in the Department of Labor.” 


RECOMMENDATION NO. 17 


“That except for mental, drug addict, tuberculosis hospitals, the 
Leprosarium, and also the facilities for the care of Indians, and the 
Freedman’s Hospital, the Public Health Service should close all of its 
general hospitals and all of its clinics, except research activities, such as 
those conducted by the National Institutes of Health and those clinics 
necessary for (a) physical examination of Federal civilian employees, 
and (6) examination of foreign nationals entering the United States. 
These hospitals should be disposed of in accordance with our sugges- 
tions in chapter IT.” 

RECOMMENDATION NO. 18 


“That the Secretary of the Department of Health, Education, and 
Welfare reconsider the whole question of the use of specific Federal 
grants to the States for health purposes, particularly in relation to the 
inflexibility of the present system.’ 


RECOMMENDATION NO. 19 


“That the President establish a joint committee representing the 
Department of Health, Education, and Welfare, the Department of 
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Agriculture, and the Bureau of the Budget, with the advice of the 
Federal Advisory Council of Health, to make a detailed examination 
of the policies, programs, and operations of the Food and Drug Ad- 
ministration and the Agricultural Research Service in the Department 
of Agriculture, with a view of eliminating those activities no longer 
necessary under present conditions and eliminating conflicts and over- 
lap between departments.” 


Comments of Veterans’ Administration 

In general, these recommendations are not applicable to the Vet- 
erans’ Administration. It should be observed with respect to Recom- 
mendation No. 16 (b) that, while this = to be sound in a 
there may be exceptional situations calling for the use of Federal hos- 
pitals for the treatment of job-connected illnesses of Government em- 
ployees on a reimbursable basis, and this should be recognized. 


RECOMMENDATION NO, 20 


“That the executive branch develop a voluntary contributory pro- 
gram of medical care and hospital insurance to be conducted through 
a pool of private health-insurance agencies, for all the civilian em- 
ployees of the Federal Government, on a prepayment basis and using 
payroll deductions. The Federal Government should pay a portion of 
the cost. This program should contain a provision for convertibility 
to family coverage on termination of Federal employment.” 


Comments of Veterans’ Administration 


This would, of course, require the enactment of legislation. The 
Veterans’ Administration concurs in the objective, and it is understood 
that it is generally consistent with Administration policy. 


RECOMMENDATION NO 21 


“That the Government develop for dependents (within the United 
States) of military personnel a voluntary contributory plan of medical 
care and hospital insurance to be conducted through a pool of private 
health-insurance agencies, for inpatient care and, as far as practicable, 
outpatient care; and that in this case the Federal Government pay a 
greater portion of the cost than might be determined by the Congress 
for civilian employees. Such insurance for dependents would be con- 
vertible to family coverage on completion of military service.” 


RECOMMENDATION NO. 22 


“That the Government develop for dependents of uniformed per- 
sonnel of the Public Health Service, the Coast Guard, and the Coast 
and Geodetic Survey, a voluntary contributory plan of medical care 
and hospital insurance similar to that which we have recommended for 
military dependents.” 

Comments of Veterans’ Administration 

These recommendations are not directly applicable to the activities 
of this agency. It is noted that the Commission refers (H. Doc. No. 99, 
84th Cong., p. 61) to the belief of its task force that the convertibility 
feature of Recommendation No. 21 “should go far to meet the problem 
of medical care for non-service-connected disabilities of veterans.” 
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RECOMMENDATION NO. 23 


“That legislation be enacted to establish a National Library of 
Medicine as a division of the Smithsonian Institution, with a Board of 
Trustees to be selected by the Board of Regents of the Smithsonian 
Institution ; and that the Board of Trustees be responsible for directing 
the policy of the National Library of Medicine. The medical collec- 
tions, staff, and activities of the Armed Forces Medical Library should 
be transferred to these trustees. Housing and a budget adequate for 
the National Library of Medicine should be provided.” 

Comments of Veterans’ Administration 

The Veterans’ Administration endorses this recommendation which, 
as stated by the Commission, would provide a National Library of 
Medicine, generally accessible, to “function properly as a truly national 
institution.” 

RECOMMENDATION NO. 24 


“That the proposed Federal Advisory Council of Health make 
recommendations to improve preventive health services, including 
those rendered in connection with medical care of Federal beneficiaries, 
in the interests of both health conservation and long-range economy.” 
Comments of Veterans’ Administration 

The discussion preceding the recommendation in the Commission’s 
report shows that it is directed primarily to programs conducted by 
the Department of Defense, the Public Health Service, and the Chil- 
dren’s Bureau. The Veterans’ Administration is in accord with the 
purpose of this recommendation, but it should be pointed out in this 


connection that, under the governing laws concerning the treatment 
and care of eligible veterans, the functions of the Veterans’ Adminis- 
tration relate to treatment of the sick and disabled veteran, as dis- 
tinguished from activities in the nature of “preventive” medicine. 


RECOMMENDATION NO. 25 


“(a) That the proposed Federal Advisory Council of Health be 
given responsibility for reviewing the health research programs of 
the Federal Government; and the making of appropriate recommen- 
dations to the President ; and 

“(b) That the present system of project grants to institutions or 
agencies for research pertinent to health be modified, and that it be 
gradually replaced by a system of grants not confined to a specific 
year (i. e., ‘no year’ grants), these grants to be made in accordance 
with an approved overall plan for health research submitted by each 
institution or agency.” 


Comments of Veterans’ Administration 


The general purposes of this recommendation appear to be sound, 
subject, however, to the reservations of the Veterans’ Administration 
stated in connection with Recommendation No. 1 with respect to the 
composition and degree of authority of the proposed Federal Advi- 
sory Council of Health. It should be repeated for emphasis that the 
Council, if established, should be restricted to advisory functions as 
distinguished from supervision of agency operations. 
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RECOMMENDATION NO, 26 


“That the Federal Government in making plans for assignment of 
responsibilities during and immediately following an attack on the 
continental United States should include in its consideration of the 
problem the question of appropriate delegations of operational au- 
thority for directing medical care.” 


Comments of Veterans’ Administration 


It is manifest that preparations for a possible attack on the conti- 
nental United States should include a determination of appropriate 
delegations of operational authority with respect to medical care, 
The Veterans’ Kamiaiperacin concurs in this recommendation. 


RECOMMENDATION NO. 27 


“That the proposed Federal Advisory Council of Health examine 
means of establishing cooperative planning among Federal agencies 
providing psychiatric care; that the military services and the Vet- 
erans’ Administration give greater emphasis to preventive i nah 
services; and that the Federal Government, through the Public Health 
Service, encourage more research and more training of psychiatrists 
and workers in allied fields.” 

Comments of Veterans’ Administration 

The Veterans’ Administration endorses this recommendation in 
principle. However, with respect to the specific part dealing with 
preventive psychiatric services, it must be noted that the Veterans’ 
Administration is generally limited to treatment procedures, as dis- 
tinguished from preventive medicine activities, and any question of 
broadening our field of authority to include preventive services raises 
an overall question of legislative policy as to which no recommenda- 
tion is submitted at this time. At the present time the Veterans’ 
Administration is contributing materially to research and training in 
the field of psychiatry and is in a position to do a great deal in en- 
couraging this program throughout the country. 


RECOMMENDATION NO. 28 


“That the President’s adviser on personnel review the personnel 
systems of the several Federal agencies using health personnel and 
consult with the proposed Federal Advisory Council of Health with 
a view to making them more uniform; and that he give consideration 
to greater use of cross-agency assignment.” 


Comments of Veterans’ Administration 


The Veterans’ Administration is unable to concur in this recom- 
mendation. The missions of the various Federal agencies are gen- 
erally so dissimilar that uniformity of medical personnel systems 
would be most. difficult and would not serve a useful purpose. The 
Veterans’ Administration has considerable latitude under Public 
Law 293, 79th Congress, to operate a personnel system for professional 
medical personnel which is geared to the agency’s particular needs. 
A uniform system which would attempt to merge nine different sys- 
tems could hardly satisfy the precise needs of all and would probably 
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not meet the full needs of any. Cross-agency assignments present the 
same kind of problem and, at least as a general practice, would not 
best serve the peculiar needs of this agency. 


RECOMMENDATION NO, 29 


“That in the event the proposed Federal Advisory Council of Health 
is not created, the President assign the functions of review and advice 
proposed for it to other agencies.” 


Comments of Veterans’ Administration 

This recommendation is vague and indefinite as to just what is con- 
templated. As indicated in the discussion of recommendation No. 1, 
some of the functions proposed for the Advisory Council are now being 
exercised by the Bureau of the Budget and the Office of Defense 
Mobilization. Reference is made to our comments on recommendation 
No. 1 concerning this general subject. ) 


Rerorrt on Lenpinc, GUARANTEEING, AND INSURANCE ACTIVITIES OF 
THE FEepERAL GOVERNMENT 


RECOMMENDATION NO. 9 


“That no change he made in the expiration dates of the loan privi- 
leges under the veterans’ housing program, other than in the direct 
loan program referred to above.” 


Commenis of Veterans’ Administration 

In its discussion preceding this recommendation, the Commission 
states that the guaranty or insurance of loans made by banks and 
others to veterans pursuant to title III of the Servicemen’s Readjust- 
ment Act of 1944, as amended, expires in July 1957 for veterans of 
World War II and in January 1965 for veterans of the Korean 
service period. This is substantially correct, as is the further state- 
ment that the authority under the same act to make direct loans to 
veterans for home and farm dwelling purposes expires on June 30, 
1955, and that the President has recommended that the direct loan 
authority be continued until July 25, 1957, the date of expiration 
of the basic World War II loan guaranty program. Legislation to 
implement this latter recommendation of the President is included 
in S. 654, 84th Congress (amended in the House to conform to H. R. 
5715, 84th Cong.), extending the authority to June 30, 1957. The 
acceptance of recommendation No. 9 that no change be made in the 
expiration dates of the basic loan guaranty program for World War 
II and Korean conflict veterans would, of course, not require legis- 
lative or administrative actions altering the existing situation. 

Acceptance of the recommendation would have its initial effect upon 
the World War II program, with termination on July 25, 1957, of 
the prescribed period within which loans may be made in order to 
qualify for guaranty or insurance under the act, except as to a limited 
group of persons who enlisted under the Armed Forces Voluntary 
Recruitment Act of 1945. Following the expiry dates the activities 
of the Veterans’ Administration would be reduced to liquidation 
operations. 
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The basic question as to whether or not there should be an extension 
in the time limits governing the existing loan programs under the 
Servicemen’s Readjustment Act is one of broad legislative policy in- 
volving a number of important considerations. In a recent report to 
the Senate Committee on Labor and Public Welfare on legislation 
(S. 302, 84th Cong.) to extend the terminal date of the World War 
IT loan guaranty authority from July 25, 1957, to July 25, 1960, the 
Veterans’ Administration outlined these considerations. At that 
time, advice was received from the Bureau of the Budget that the 
committee had been informed by the Bureau that the proposed ex- 
tension of the program at this time would not be in accord with the 
program of the President. It is believed appropriate, however, to 
indicate in these comments some of the factors to be weighed in the 
consideration of this problem. 

There are approximately 1534 million veterans of World War IT, 
counting those who have reentered service, and about 3.8 million vet- 
erans have obtained GI loan benefits, using World War IT entitle- 
ment, from the inception of the program through January 25, 1955. 
Some 11 million World War II veterans, excluding those who also 
served in the Korean confliet period, have not used any GI loan entitle- 
ment, and most of those who have received a guaranteed or insured loan 
have a substantial amount of unused entitlement remaining. 

Through January 25, 1955, the total principal amount of home loans 
which had been guaranteed under the Veterans’ Administration pro- 
gram was nearly $26.5 billion. It is therefore evident that the impact 
of this program on the home-building industry has been highly signifi- 
cant and that its effect on the national economy, in general, has been 
substantial. In the last half of 1954 the activity of the loan guar- 
anty program was at a near-record level. This was due in large part 
to the increased availability of mortgage credit, and a continuation of 
high-level activity may be expected, barring any unforeseen rever=at 
of present economic trends. 

As the guaranty entitlement termination date for World War II 
veterans approaches, it is quite possible that a further acceleration 
of activity may occur as a result of the advancement of purchase plans 
by veterans prior to the expiration deadline. Such a development 
could be so pronounced as to have undesirable effects on the housing 
industry. This is mentioned to point up the practical importance of a 
policy decision concerning adherence to or extension of the present 
terminal date of the World War II program. If any kind of exten- 
sion should be contemplated, it would seem preferable to authorize it 
early so that the veteran public would become aware that no rush would 
be necessary to avoid losing the opportunities afforded by the avail- 
ability of the GI loan assistance. 

Recommendation No. 9 should be considered primarily in the light 
of experience and the question of need for the special type of assistance 
afforded veterans through the guaranteeing or insurance of loans made 
by private lenders. The authority to make direct loans merely sup- 
plements the guaranty or insurance activity which emphasizes the 
making of loans by private lenders, the direct loan authority being 
designed to make loans available to veterans in rural areas where pri- 
vate capital is not available. Despite the present improvement in the 
availability of guaranteed loans and the expected further improvement 
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as a result of voluntary home mortgage credit program activities, there 
will continue to be certain rural areas in which private loans will be 
unavailable at the current interest rate of 414 percent, and, therefore, 
a continuing need for the direct loan authority exists. The Veterans’ 
Administration, accordingly, recommended favorable consideration by 
the Congress of legislation to extend the direct loan authority to carry 
out the recommendation made by the President in his budget message 
of January 1955. 


RECOMMENDATION NO. 18 


“That the Government dispose of all repossessed housing units held 
by it as soon as practicable.” 
Comments of Veterans’ Administration 

The property management and disposition activities incident to the 
Servicemen’s Readjustment Act loan program have not assumed large 
proportions. However, it is the definite policy of the Veterans’ Ad- 
ministration to dispose of properties as soon as buyers can be found 
who are willing to pay reasonable prices. It is believed, therefore, 
that the present policies and practices of this agency are essentially in 
accord with the foregoing recommendation, 


RECOMMENDATION NO. 40 


“That the veterans’ life-insurance program be reorganized on a self- 
sustaining basis, paying its own administrative expenses and be made 
subject to the Federal Corporation Control Act in order to secure 
the advantages of more efficient organization under that act.” 


Comments of Veterans’ Administration 


In the text preceding this recommendation it is stated that the ad-. 
ministrative expenses of the insurance program could be covered by 
the premiums without any increase in present rates, since present 
premiums have been sufficient to build large reserves and to pay large 
dividends. 

Under the War Risk Insurance Act, as amended; the World War 
Veterans’ Act, 1924, and amendments thereto; and the National Service 
Life Insurance Act of 1940, as amended, premiums paid on United 
States Government life insurance and National Service life insurance, 
together with the earnings thereon, were constituted trust funds in- 
tended for the sole benefit of the policyholders. These acts also specify 
that the United States shall be liable for the administrative costs of 
the insurance program, and this undertaking by the Government is an 
important part of the insurance contracts. Amendment of the gov- 
erning laws to authorize the shifting of this burden to the individual 
policyholders would be wrong in principle as a breach of faith with 
present policyholders. Since policies of insurance now in effect rep- 
resent contracts between the individual policyholders and the Gov- 
ernment, it seems evident that such legislation would be held by the 
Supreme Court to exceed the constitutional powers of the Congress. 

It is assumed from the context that the reference in recommenda- 
tion No. 40 to placing the program on a “self-sustaining” basis does not 
contemplate the assumption by the funds of costs due to the extra 
hazards of the service, now assumed by the Government. Any such 
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. 
purpose would also involve, as against existing poteynolcere, the abro- 
gation of contractual rights contrary to the fifth amendment. 

It seems appropriate to es out that virtually all new policies now 
being issued are governed by the provisions of section 621 of the 
National Service Life Insurance Act of 1940, as amended April 25, 
1951, and this will continue to be true in the future in the absence of 
changes in the law. The insurance issued under section 621 is non- 
participating. Premiums received are paid into a revolving fund and 
claims are paid directly from that fund. Experience obtained thus far 
strongly indicates that a surplus is developing in this fund and will 
continue to increase in size unless, through some catastrophe, mortal- 
ity experience reaches a point beyond reasonable expectancy. While 
the law is silent as to the ultimate disposition of any surplus accumu- 
lated in the revolving fund, it is assumed that it will eventually be 
covered into the miscellaneous receipts of the Treasury. The surplus 
may equal or even exceed the costs of administering this particular 
system of insurance, thereby rendering it in effect self-sustaining. 

The second part of the recommendation, that the veterans’ insurance 
program be made subject to the Federal Corporation Control Act, 
would, if nothing more, involve the inclusion of a business rather than 
a trust fund presentation in the annual appropriation estimates. It 
would also result in a corporation-type audit by the General Account- 
ing Office. Such changes would call for considerable modifications 
in budgetary and accounting operations. It is not believed that any 
substantial advantages would result from the recommended change, 
and the Commission has not indicated deficiencies in the present opera- 
tions and methods of the insurance activity which would be corrected 
by subjecting the program to the Corporation Control Act. 

The Commission’s recommendation does not affirmatively state that 
a corporation should be established to handle the insurance program, 
although it is preceded by a quotation of the first Hoover Commis- 
sion’s recommendation to the effect that insurance operations be sepa- 
rated from all other programs of the Veterans’ Administration and 
organized as a Government corporation. If recommendation No. 40 
contemplates either a corporation or that the program be reorganized 
in some other form which would completely divorce it from other 
activities of this agency, there exist strong practical reasons against 
such action. While the insurance program is conducted on a largely 
self-contained basis, in keeping with the pattern of reorganization 
of the Veterans’ Administration which was established in 1953, there 
still exist relationships between the insurance operations and other 
program operations as well as staff activities which need to be main- 
tained in the interests of efficiency and economy. Among other things, 
the availability and integration of records containing information 
which may be needed to determine entitlement to more than one bene- 
fit, including insurance, proves highly useful for the protection of 
both the individual and the Government. It would not be practicable 
to attempt completely to segregate records which might have a bear- 
ing on insurance matters and to proceed on a wholly independent 
basis without having regularly available for purposes of comparison 
and association other records within the Veterans’ Administration 
which may be pertinent. 
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” 

In addition, the establishment by law of a separate insurance cor- 
poration, or any other “freezing” of the insurance program into a 
permanent separate organization, would disrupt the flexible organiza- 
tional authority granted to the Administrator under section 1 (b) of 
the act of July 3, 1930 (38 U. S. C. 11), under which most of the pro- 
gram activities of this agency can be organized and reorganized b 
the Administrator to meet changing conditions and to accomplis 
indicated improvements. 

For the foregoing reasons, the Veterans’ Administration is unable 
to concur in the Commission’s recommendation No. 40. 


RECOMMENDATION NO. 43 


“That the Secretary of the Treasury be required to impose rates of 
interest on the agencies discussed in this report for Federal advances 
or contributions equal to the going rate of interest paid by the 
Treasury on its obligations of comparable maturity.” 

Comments of Veterans’ Administration 

The discussion in the Commission’s report preceding this recom- 
mendation indicates that it is primarily, if not exclusively, directed 
to the lending activities of agences of the Government other than the 
Veterans’ Administration. The only aspect of our operations to which 
this could have any application is already governed by a statutory 
criterion which should adequately meet the problem. Section 513 of 
the Servicemen’s Readjustment Act of 1944, as amended, provides for 


advances by the Treasury of amounts to be used in administering the 

direct-loan program for veterans, and specifies that the Administrator 

shall pay semiannually on these advances (less amounts deposited in 
] 


miscellaneous receipts) interest at the rate or rates determined by the 
Secretary of the Treasury “taking into consideration the current 
average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the advance.” 


RECOMMENDATION NO. 44 


“That all lending and guaranteeing agencies charge such fees to 
their borrowers as will permit them to reimburse the Treasury for the 
cost of money advanced to them and cover their own administrative 
expenses.” 


Comments of Veterans’ Administration 


While this recommendation specifically refers to the charging of 
fees against “borrowers” from Government agencies, and the loan- 
guaranty program under the Servicemen’s Readjustment Act does 
not involve a direct Government-borrower relationship, it seems evi- 
dent from the Commission’s discussion that it intends that there shall 
be a charge imposed against the beneficiaries of the particular Gov- 
ernment programs, including all veteran beneficiaries under the Vet- 
erans’ Administration program. Considering the recommendation as 
having this broad scope, the authority to provide for the charging 
of fees to veteran borrowers, whether from private sources in connec- 
tion with guaranteed loans or directly from the Government in con- 
nection with the direct loan program, would be a matter for legis- 
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lative consideration and appropriate amendments of title ILI of the 
Servicemen’s Readjustment Act. . 

This law presently contemplates that, as a part of the prsmeeene) 
treatment accorded veterans in meeting their problems of acquiring, 
repairing, altering, or improving housing and the financing of busi- 
ness and farm ventures, the administrative cost, to the extent neces- 
sary, will be borne by the Government and not by the veteran. To 
collect a fee, as recommended, would largely negate the basic concept 
of this benefit program which was provided as a special form of read- 
justment assistance and preferential treatment to veterans who served 
in World War II or during the Korean service period. This under- 
lying philosophy is also applicable to the other special readjustment 

yrograms for war veterans which have been enacted by the Congress in 
foaled of the long-established principle that special consideration 
should be given to war veterans in the form of various types of bene- 
fits extended at the cost of the Governemnt. 

There is the additional consideration that the adoption of this recom- 
mendation for application to future guaranteed, insured, or direct 
loans would result in discrimination against those eligible veterans 
who have not yet taken advantage of their loan or loan guaranty 
entitlement. Over 4 million loan applications had been received, 
cumulatively, by January 1, 1955, and had been processed at public 
cost as a special benefit to the veterans involved. It would seem to be 
rather late to adopt a radically different approach in this temporary 
readjustment program, to the detriment of those whose basic eligibility 
is the same and whose situation differs only by the fact that, whether 
by choice or necessity, they did not or could not utilize their entitle- 
ment in the earlier stages of the program. 

From a practical standpoint, the recommendation must also be 
evaluated in terms other than the $25 per loan cost factor established 
in the 10-year history of operations. Though this amount per loan, 
estimated as covering administrative costs, is reasonable, the payment 
of this sum or any other amount as a fee to cover administrative ex- 
popes would place the GI loan squarely in the category of a service to 

e purchased. This aspect alone would bring about substantial changes 
in the administration of the program, including procedures for the 
collection and accounting for fees imposed, and thus would result in 
additional administrative costs necessitating a somewhat larger charge 
than the $25 estimated unit cost under present conditions. 

With respect to the direct loan program, it should be mentioned 
that its operations to date reflect an apparent profit in terms of amounts 
returned to the Treasury which will more than offset the administra- 
tive costs of this part of the Veterans’ Administration loan activi- 
ties. Under the circumstances, the Veterans’ Administration is un- 
able to concur in recommendation No. 44. 


RECOMMENDATION NO. 45 


“That the recommendation made by the 1947-49 Commission on 
Organization of the Executive Branch be adopted : 

“*We recommend that all Government business enterprises be re- 
quired to surrender to the Treasury all United States securities held, 
up to the amount of the capital furnished them by the Government, 
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and that they receive in return non-interest-bearing credit in the 
Treasury. They should not be allowed to invest their idle funds in 
any other securities except as authorized by the Congress. This 
recommendation does not include trust accounts.’ ” 


Comments of Veterans’ Administration 


This recommendation appears to have no application to the Vet- 
erans’ Administration for the reason that United States securities 
held by this agency are held in trust for certain funds, notably the 
insurance funds and the General Post Fund. The last sentence of the 
recommendation specifically exempts trust accounts from its terms. 


RECOMMENDATION NO. 46 


“That all nonmutualized agencies engaged in lending, guaranteeing, 
and insurance be required to report each year to the Congress and the 
Treasury in a form determined by the General Accounting Office the 
total amount by which earned income failed in the previous year 
to cover: 

“(a) operating expenses ; 

“(b) interest on advances by the Government at a rate equal to 
that on the public debt of comparable maturity ; 

“(¢) losses on loans or investments ; 

“(d) reserves against losses; and 

“(e) if the agency is not paying a return on the Government’s in- 
vestment, interest received on holdings of United States securities up 
to the amount of the Government’s investment.” 





Comments of Veterans’ Administration 


This recommendation would appear to be directed primarily to 
agency activities with respect to the making, guaranty, or insurance 
of loans in connection with which there is a return to the Government 
in the form of interest or administrative charges and in connection 
with which there may be investments in United States securities. To 
a considerable extent, it is believed that the recommendation may not 
be intended to apply to operations such as those conducted by the 
Veterans’ Administration. In any event, definitive comments cannot 
be made in the absence of a concrete legislative or other proposal 
outlining the requirements in greater detail and the exact types of 
activities intended to be affected. 


JuN®E 30, 1955. 
Hon. Our E. Treacur, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Tracue: In accordance with your request, transmitted 
by Mr. Oliver E. Meadows, staff director, I am enclosing the com- 
ments of the Veterans’ Administration on the recommendations in the 
report on personnel and civil service of the Commission on Organiza- 
tion of the Executive Branch of the Government which affect or are of 
interest to this agency. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of this report to your committee for 
its consideration. However, the Bureau also advises that the relation- 






COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 39 


ship of the views expressed in this report to the program of the 
President has not been determined, and the report should not be 
construed as a commitment regarding legislation which has been or 
may be proposed to carry out the recommendations of the Commission 
on Organization. 
Sincerely yours, 
Joun S. Parrerson, Deputy Administrator 
(For and in the absence of H. VY. fishy, Administrator). 


Report oN PERSONNEL AND Ctvit SERVICE 


RECOMMENDATION NO, 1 


“(a) Career administrators, as rapidly as possible, should be 
relieved by noncareer executives of responsibility for advocacy or 
defense of policies and poeaes and should be kept out of direct 
participation in political controversies. This recommendation is in 
no way intended to restrict Congress in obtaining information from 
any employee of the Government. 

“(6) Additional competent noncareer executives should be worked 
into management organization at the departmental level to help carry 
the workload, assist the secretaries and assistant secretaries in improv- 
‘ing their control over and grasp of departmental business, and take 
over the political tasks formerly handled by many career adminis- 
trators. Political appointees should not be placed in the line of 
command below career administrators. Obviously, such appointments 
undermine the line of command and make the position of career 
administrator untenable.” 

Comments of Veterans’ Administration 

The general principle inherent in this recommendation of removing 
career administrators from direct exposure to, and participation in, 
political controversies is sound. The recommendation is also in keep- 
ing with the concept that agency heads should have the privilege of 
making their own poe to top-level policymaking positions. 

As matters presently stand, it is believed that the recommendation 
would not have any substantial application to the Veterans’ Admin- 
istration. To a considerable extent the machinery already exists, in 
the form of schedule C, to increase in Government agencies the number 
of positions for noncareer executives. 

asically, it is also a sound proposition that political appointees 
should not -be placed in the line of command below career 
administrators. 

One important factor should be acknowledged as a qualification 
to this recommendation, as well as recommendations 2 and 3. That 
is the fact that it is necessarily true that subordinate executives and 
employees must at times participate with their superiors, or even 
alone, in such outside activities as congressional hearings and inter- 
agency conferences to the extent of providing information and explan- 
ations which may bear on policies and programs. This is a proper 
function of the technician and, as a practical matter, cannot be entirely 
eliminated in the conduct of any large agency such as the Veterans’ 
Administration. 
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The Commission partially recognizes this problem in the last sen- 
tence of subdivision (a) of recommendation No. 1 to the effect that 
it is in no way intended to restrict Congress in obtaining informa- 
tion from any employees of the Government. It is believed that 
the Commission tends to overemphasize the objective of withdrawing 
career personnel from this area, notably with respect to the explana- 
tory functions of career representatives before committees of the Con- 
gress (see p. 18 of the report, H. Doc. 89, 84th Cong.). Accordingly, 
the Veterans’ Administration is impelled to emphasize these reser- 
vations to the implications of recommendation No. 1. 


RECOMMENDATION NO, 2 


“We recommend that the President designate the positions which 
should be in the noncareer category and that he use the following 
criteria to determine positions which should be in this category: 

“(a) All positions filled by Presidential appointment, with or with- 
out confirmation by the Senate; 

“(b) All positions having vested in them statutory authority or 
Executive delegations of authority requiring the incumbents to make 
final decisions in the establishment of governing policies, programs, 
objectives, and in the enunciation of principles which will control the 
action of subordinates in the implementation of the foregoing; 

“(c) All positions, the duties of which require the incumbents to act 
publicly in advocating new policies and in justifying or defending the 
governing policies or the basic principles or philosophy which control 
their department or agency policies. Such duties would include direct 


participation with, or representation of noncareer executives in public 
debate, evaluative discussions, and justifications of departmental 
policies, programs, or activities ; 

“(d) Most positions of a personal and confidential nature, such as 
personal aids, confidential secretaries, and personal chauffeurs. Non- 
career executives may, of course, continue to employ career people in 
such positions.” 


Comments of Veterans’ Administration 


The Veterans’ Administration endorses the principle that there 
should be a clear line of demarcation between agency positions which 
are essentially of a noncareer character and those which fit properly 
into the career service. It appears to be the view of the Commission 
that schedule C has not fully achieved this desired objective and that 
the President should specify the positions which should be segregated 
into the noncareer category in accordance with the criteria enumerated 
in recommendation No. 2. 

This recommendation is intended to serve the twofold purpose of 
assuring to the heads of agencies the privilege of placing personnel 
of their own choice in top-level policymaking positions and at the same 
time of protecting the great group of career positions against insecur- 
ity of tenure and political infiltration. However, the criteria specified 
in the recommendation might, if applied literally, produce undesifable 
results tending to defeat the overall purpose. This is particular! 
true of item (c) which would seem to call for a classification of all 
positions as “noncareer” if the duties include either the public ad- 
vocacy of new policies or justification of governing policies and the 
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underlying principles of such policies. The possible scope of this 
criterion is emphasized by specific reference to duties involving direct 
participation with, or representation of noncareer executives in public 
debate, evaluative discussions, and justifications of departmental pol- 
icles, programs, or activities. 

In many instances, such as appropriation hearings and other con- 
gressional committee hearings, as well as interagency conferences and 
other outside contacts, those in subordinate positions who are engaged 
in activities incident to the preparation of information and source 
material bearing upon agency policies, which are not approved and 
crystallized except at the top level, are necessarily called upon in com- 
pany with top officials, or possibly in their absence, to participate in 
discussion, explanations, and informative presentations relative to 
such policies. It would be unrealistic and unfair to characterize em- 
ployees of this class, who perform a technical or institutional type of 
service, as policymakers not entitled to the protection and continuity 
of tenure which is necessary to the stability of the career service. 

The Commission recognizes that its stated criteria must be applied 
with some “flexibility” and should be regarded as “a guide for making 
a practical division of responsibility and labor rae the two 
groups.” As indicated, the objective is sound, but it is feared that the 
specific criteria, more particularly item (c), could be easily misunder- 
stood and misapplied to the detriment of the career service, and with 
resulting confusion of functions properly attached to some subordi- 
nate positions with those prerogatives which reside only at the topmost 
level of administrative responsibility. 


RECOMMENDATION NO. 3 


“We recommend that the civil-service rules establishing the sched- 
ules of positions exempted from the competitive civil service be modi- 
fied to provide for four schedules as follows : 

“(a) Schedule A should include all positions except those under 
schedules C and D below, which, from time to time, the Civil Service 
Commission determines it is not practicable to fill by examinations, 
either competitive or noncompetitive. 

“(b) Schedule B should include all positions except those under 
schedules C and D below, which the Civil Service Commission deter- 
mines it is not practicable to fill by competitive examinations. Ap- 
pointments to these positions shall be subject to such noncompetitive 
examinations as may be prescribed by the Commission. 

“(e) Schedule C should include all positions which the President, on 
nomination by department or agency heads, exempts from the com- 
petitive civil service on an indefinite basis because the incumbents per- 

orm duties of a personal and confidential nature such as junior per- 
sonal aids, confidential secretaries or personal chauffeurs to noncareer 
executives. (See criterion (@) in recommendation No. 2 above.) 

“(d) Schedule D should include all positions which the President on 
nomination of department or agency heads, exempts from the com- 
re civil service because their incumbents perform the functions 

isted in criteria (6) and (c) in recommendation No. 2 above.” 


70372—56——4 
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Comments of Veterans’ Administration 

This recommendation could apparently be placed into effect by Exec- 
utive order. It is obviously intended to establish a refinement of the 
schedules of positions exempted from the competitive civil service in 
line with the criteria set forth in recommendation No. 2. Chiefly, this 
would be embodied in the proposed schedule D, designed to include 
positions as to which the incumbents perform the policymaking and 
political functions dealt with in criteria (¢), recommendation No. 2. 

Reference is made to the comments of the Veterans’ Administration 
on recommendation No. 2 and the reservations therein expressed. 
Subject to these comments, the idea of the new types of schedules or 
pears to be worthy of consideration, although it would appear that t 
noncareer executive positions largely envisaged could be placed in the 
existing schedule C. It is emphasized that the proposed new schedule 
D should be governed by criteria which would not be so susceptible of 
unrestricted practical interpretation and use as to remove persons 
in higher grade positions from the category of career employees when 
they are not in fact performing “political” or policy functions. This 
has been dealt with in recommendation No. 2 and is repeated here for 
emphasis for the reason that the stability of the career service is of 
great practical importance in the activities of an agency such as the 
Veterans’ Administration. 


RECOMMENDATION NO, 4 


“We recommend that Congress authorize salary increases for the 
Government’s top managers, career and noncareer, as a practical means 
of securing and holding competent men in public service.” 
Comments of Veterans’ Administration 

This recommendation would obviously require legislative action. 
It is basically sound because it recognizes the fact that the adminis- 
trative and public responsibilities of an agency necessarily focus in 
its 4 executive positions which, in the interests of efficiency, must be 
held by the most competent persons available. 


RECOMMENDATION NO. 5 


“We recommend that the President and the appropriate committees 
of the Congress review the conflict-of-interest laws to determine 
whether the intent of such laws can be better achieved by other and 
more positive means which would encourage rather than discourage 
entry of competent men into public life.” 


Comments of Veterans’ Administration 


The Veterans’ Administration is not in a position to indicate the 
extent to which the conflict-of-interest laws have been an obstacle to 
recruitment of competent men into Federal positions. The difficulty 
of attracting highly qualified persons for a period of public service 
in high positions is widely recognized as a major problem of Govern- 
ment, and to the extent that this problem may be aggravated by the 
conflict-of-interest laws an overall study seems in order. 
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RECOMMENDATION NO. 6 


“We recommend that the Congress authorize and the President es- 
tablish a senior civil service composed of highly qualified, politically 
neutral career administrators nominated by their employing agencies 
and appointed after a careful selection by a bipartisan Senior Civil 
Service Board with the consent of the President to serve in positions 
agreed upon by the Board and employing agencies. Such senior civil 
servants should have status, rank, and salary vested in them as indi- 
viduals so that they may be employed in a flexible manner in career 
positions throughout the Federal service.” 

Comments of Veterans’ Administration 

The recommendation assumes that legislative authority would be 
required. The Veterans’ Administration, like other Federal agencies 
and departments, could and probably would be affected. The essence 
of this recommendation is the establishment of an elite corps of highly 
qualified career administrators, removed from political influences, to 
serve in career positions, on a flexible basis throughout the Govern- 
ment, and subject to assignments to or within the agencies as changing 
circumstances might indicate. 

In theory, this plan is geared to the desirable objective of having 
available for “trouble spots” and special problem areas, regardless of 
agency lines, a group of administrative experts with outstanding per- 
sonal prestige and rank who could bring to bear their skills and ex- 
perience to such problems without some of the handicaps which tend 
to develop from long-standing relationships within the individual 
agency. ‘The Veterans’ Administration desires to reserve final judg- 
ment on the principle of this plan pending a more concrete develop- 
ment of it which might be devised in the future. However, there are 
some objectionable features which counsel a cautious analysis of any 
plan of this kind, and some of these features should now be mentioned. 

Provision is already made for a system of executive grades includ- 
ing the so-called supergrades. High compensation can be provided 
for these career executives to the extent desirable without creating an 
executive pool. If serious necessity arises, it is already possible to 
make the services of especially skilled personnel available on an inter- 
agency basis. 

The establishment of a supercategory of career executives, with 
unique privileges and obligations setting them apart from other civil 
servants, might weaken the effectiveness and prestige of other echelons 
of top management. Conversely, the members of such “elite corps” 
might be exposed to unfounded criticism and held responsible as scape- 
goats for alleged mistakes more easily than if they were a permanent 
part of individual agencies. 

Further, the enhanced status of these persons would carry burdens 
which could easily offset the theoretical attractiveness of the positions. 
Notwithstanding that they would be career people, the very nature of 
their distinctive status might subject them to subtle pressures of many 
kinds, pe and otherwise. They would not be free from arbitrary 
control in the form of unpredictable future assignments which would 
greatly limit their freedom of choice as to work and domicile. 
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Moreover, the close relationship which must exist between agency 
heads and their key executives would be lessened rather than intensi- 
fied by the establishment of an outside board, with powers of selection, 
replacement, promotion, and removal of such officials. 

The foregoing observations are merely indicative of some serious 
cautions which should be raised in connection with this proposal. It 
is believed that a sound career development program within the several 
agencies themselves, with appropriate internal rotation of key per- 
sonnel as needed, would go far toward realizing the purposes of this 
recommendation without the questionable aspects which it involves. 


RECOMMENDATION NO, 7 


“We recommend that except for special skills, training should be 
systematically conducted by the agencies themselves and that training 
should count heavily as a factor in the promotion of employees.” 


Comments of Veterans’ Administration 

The established goals and practices of the Veterans’ Administration 
are in accordance with this recommendation. Training counts heavily 
in the prometion of employees since, according to the policy of the 
Veterans’ Administration, the best qualified employee is to be selected 
for promotion, and appropriate training is recognized as increasing 
the employee’s qualifications. 

As examples, it may be noted that in the Department of Medicine 
and Surgery, the value of in-service training has been emphasized 
through such activities as managers’ institutes, training assignments 
for assistant managers, interprofessional conferences on specific aspects 
of program, career residency training programs, special detail of 
newly appointed chiefs to work for a period with experienced chiefs, 
in-service seminars, conferences, and so forth. 


RECOMMENDATION NO. 8 


“We recommend that— 

“(a) The grade structure under the Classification Act of 1949, as 
amended, be simplified. Grades GS-1 to 6 should be combined into 
3 grades, and grades GS-7 to 11 should be combined into 3 grades. 
Positions would then be allocated to 6 grades in this range rather than 
to 11. No change is proposed in the higher grades, except that many 
employees in positions now classified at GS-15 and up would be 
absorbed into the senior civil service with its own pay schedules based. 
on personal-rank status. 

“(6) A genuine classification of postal employees should replace the 
misleading system of payment according to meaningless titles. The 
grade structure should be simplified to bring it in line with the proposed 
general classification plan ; and eventually postal employees should be 

rought into the meray classification structure. 

“(c) To provide coordination among the multiplicity of wage board 
systems, a definite statutory basis for payment in accordance with pre- 
vailing labor-market rates should be established, and the Civil Service. 
Commission should be authorized to study such pay systems and to 
establish general rules and regulations (@) for classifying the positions 
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to be paid at local rates, and (b) for determining local prevailing 
wages. ' 
“(d) The Civil Service Commission and the appropriate committees 
of the Congress review the positions now under the Classification Act 
to determine whether additional positions might in the interest of 
economy and efficiency be paid under local wage board arrangements.” 


Comments of Veterans’ Administration 


This would, of course, require legislation to accomplish most of the 
specified purposes. The Veterans’ Administration concurs in the goal 
of subdivision (a), which is simplification of the grade structure under 
the Classification Act. The question of the precise number of grade 
levels which should be established in this simplification process should 
be carefully explored, including the problem of appropriate salary 
ranges to provide adequate recognition between grades in terms of pay 
differentials and to eliminate overlaps. 

Subdivision (4) is not applicable to the Veterans’ Administration. 

Subdivision (c) is desirable from the standpoint of this agency. The 
statutory definition of what constitutes the prevailing rate and a 
statement of general rules and procedures to be followed by all agencies 
in wage administration would be of great assistance in achieving 
equitable and consistent pay practices with respect to all Federal wage- 
administration employees in each labor-market area. However, it is 
assumed that the authority which would be vested in the Civil Service 
Commission would not extend to the actual control of wage rate fixing 
by the individual agencies, but would consist of establishing rules and 
standards. 

Subdivision (d) proposes a review by the Civil Service Commission 
and the appropriate congressional committees of positions under the 
Classification Act to determine whether additional positions might, 
in the interests of economy and efficiency, be paid under local wage- 
board arrangements. While a review of this kind may be desirable at 
some future period, there would seem to be sound reason for delaying it 
for a while until additional wage-administration experience is acquired 
by Federal agencies in the implementation of section 105 of Public 
Law 763, 83d Congress. 


RECOMMENDATION NO. 9 

“We recommend : 

“(a) A recruiting program including— 

“1. Continued efforts to improve the character and distribution 
of announcements; 

“2. Adequate public information programs; and 

“3. Expansion of college recruiting, under Civil Service Com- 
mission leadership but with full agency participation. 

“(6) Vigorous and continued efforts by the Civil Service Commission 
and the employing agencies to improve examinations. Such efforts 
should include: 

“1. More open continuous examinations which can be taken by 
candidates at any time. 

“2. Validation of tests and employment standards to make sure 
that they really measure the qualities needed.” 
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Comments of Veterans’ Administration 

The recommendation advocates an increase and intensification of 
activities already being carried on by this agency, by the Civil Service 
Commission, and by joint endeavors of the Veterans’ Administration 
and the Civil Service Commission. 

We believe that open continuous examinations are sound where there 
is a continuing need for eligibles from these examinations and where 
the number of eligibles on registers from closed examinations is insuf- 
ficient. Open continuous examinations are the general pattern for the 
professional categories in our Department of Medicine and Surgery 
appointed under civil-service regulations and procedures. However, 
in general, as long as an adequate register of qualified eligibles is 
available to meet current and croischell needs, we do not believe it is 
eee ae to solicit and rate additional applications on a continuing 

asis. 

There is an obvious need for the continuing validation of tests and 
employment standards utilized in connection with recruitment. 

ttention to Government service as a career should be directed not 
only to college students, but to the high-school and preparatory-school 
level to stimulate interest not only in fields requiring an A. B. or grad- 
uate work but in other technical fields in which specialty training does 
not require an A. B. 

Greater use should be made of announcements of specific openings 
in professional journals than has heretofore been possible because of 
certain legal restrictions on use of funds for this purpose. 


RECOMMENDATION NO. 10 


“We recommend that— 

“(a) More use be made of interviews, and interview techniques be 
improved. 

“(b) Junior professional examinations, especially junior manage- 
ment assistant examinations be improved. 

“(¢) The Civil Service Commission be authorized by law to allow 
— officers greater leeway in selecting personnel by permitting 
them to make their selection from among 5 certified eligibles rather 
than 3 (the present rule) except in appointments to lower grade posi- 
tions and the postal field services. 

“(d@) The Commission make full use of its authority to substitute 
category rating for numerical rating of the qualifications of applicants 
for certain higher scientific, technical, and administrative positions. 

“(e) The Commission allow more flexible use of registers of eligibles 
between civil service regional areas.” 


Comments of Veterans’ Administration 


While this recommendation primarily affects the Civil Service Com- 
mission, it is also applicable to the Veterans’ Administration. 

Interviews with prospective applicants are essential, particularly in 
those fields in whieh personal contacts are a major part of the essential 
duties. We are at present os an interviewing guide to assist 
operating officials in the conduct of effective interviews. 

The degree of flexibility in selection from 5 eligibles, when available, 
rather than 3 is highly desirable. 
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Category ratings are particularly applicable in those examinations 
in which weight is given to quality of performance and training and/or 
previous employment as determined by references. They are of some- 
what lesser value in those examinations in which the major factors 
determining numerical grade are length and type of education and 
experience. 


RECOMMENDATION NO, 11 


“We recommend that— 

“(a) The present performance-rating system be abolished. 

“(b) A new system be established under which the supervisor re- 
ports at least once a year only on those— 

“1, Employees with potential capacity for further development 
and higher responsibilities. 

“2. Muinlovees deserving meritorious awards. 

“3. Employees miscast in their present assignments and who 
should be reassigned to other work and/or retrained for other 
work. 

“4, Employees undeserving of periodic pay increase because of 
unsatisfactory service (employees not so designated would receive 
their increases in due course). 

“5. Employees requiring dismissal. 

“(e) In each case the supervisor should submit in writing to his 
superiors the reasons for his judgment and specific suggestions as to 
action desired. 

“(d) The right to appeal adverse decisions under the new system 
should be limited to one appeal to higher authority in the agency.” 


Commen’s of Veterans’ Administration 

This recommendation, of course, applies to the Veterans’ Admin- 
istration as to other Federal agencies and departments. It is directed 
toa very important problem and warrants careful consideration. The 
Veterans’ Administration concurs, generally, in the recommendation. 

The question of whether performance evaluation should be limited 
to the five categories mentioned in subdivision (6) warrants further 
study in the evolution of any concrete plan. This study must, of course, 
give consideration to the sufficiency of such a plan to provide an 
adequate basis for evaluating and comparing the efficiency of em- 
ployees for administrative purposes. 


RECOMMENDATION NO, 12 


“We recommend that— 

“(a) A veteran’s special right to a to the Civil Service Com- 
mission be limited to the first 5 years after appointment to the service. 
At the completion of the 5-year period the veteran would revert to 
the regular appeal procedures now available to nonveteran employees. 

“(6) When the Commission accepts appeals, it should confine its 
review to a determination as to (1) compliance on the part of the 
agency with the procedural safeguards provided by law; (2) whether 
there is some evidence to support the decision which the employee 
is appealing. It should not try to substitute its own judgment for 
that of the agency head in any matter relating to the proficiency 
of employees. In this and all other appeal situations it should rule 
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in favor of the agency head unless there is clear evidence of bad 
faith on the part of the agency head toward an appellant or failure 
to meet procedural requirements. 

“(e) Agencies confine their dismissal procedures to the simple pro- 
visions of the Lloyd-La Follette Act. 

“(d) Each agency train its supervisors to handle disciplinary prob- 
lems properly and delegate removal authority to the lowest practical 
management level. 

“(e) The probationary period be used more systematically and 
vigorously to screen out inadequate employees. Supervisors should 
be required to sign a written statement vouching or the adequacy 
of employees before they pass out of probationary status. 

“(f) Supervisor’s Vondiing of dismissals and inadequate employees 
should be emphasized in evaluating supervisor’s performance. Evi- 
dence of slackness or indecision should count heavily against the 
supervisor.” 

Comments of Veterans’ Administration 

This recommendation envisages a number of amendments to the 
existing law and presents some very serious questions of legislative 
policy. The Veterans’ Administration would be affected along with 
the other agencies of the Federal Government. 

(a) The proposed restriction of a veteran’s right of appeal to the 
Civil Service Commission to the first 5 years would call for a material 
change in section 14: of the Veterans’ Preference Act of 1944, The 
Commisison takes the position that the unlimited right of appeal in 
behalf of veterans accorded by section 14 creates serious fibobibehhi in 
management and burdens the Civil Service Commission with consid- 
eration of individual appeal cases. It is the view of the Commission 
that veterans enjoy a special privilege in this respect which runs 
counter to the Federal merit system, that of equal treatment for all on 
the basis of service to the public as employees. The conclusion that 
the right of appeal should be limited to the first 5 years of appointment 
is based on the idea of the Hoover Commission that veterans should 
enjoy this preference only as a readjustment aid in the early years of 
their civilian life. The Veterans’ Administration realizes that this 
is an area which should be explored but is reluctant to recommend 
amendments to the Veterans’ Preference Act which would thus mate- 
rially cut down the policy of favored treatment for veterans which has 
been in effect for more than 10 years. This is one facet of the special 
recognition by the Federal Government of its obligation to recognize 
in a tangible way the special service rendered by those who served in 
the military forces in time of war. 

(6) This eau of the recommendation would sharply limit the scope 
of the appeals review conducted by the Civil Service Commission. Tt 
would require amendment of section 14 of the Veterans’ Preference 
Act and would constitute another step in the restriction of the prefer- 
ences in Federal civilian employment which have been accorded vet- 
erans as a part of the Nation’s legislative policy since the middle of 
World War II. The Veterans’ Administration refrains from specific 
recommendation on this item. 

(c) This recommendation would have broad application within the 
Veterans’ Administration, and its adoption would curtail certain pro- 
cedures now in effect in this agency. It is within administration dis- 
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cretion to place this recommendation into effect with respect to non- 
preference eligibles. Amendment of section 14 to limit the rights of 
veterans in this respect would be required, 

The dismissal procedures of the Veterans’ Administration follow 
the Lloyd-La Follette Act except that both preference and nonprefer- 
ence eligibles are accorded an opportunity for a hearing prior to de- 
cision to remove. Appeal of removal decision is to the Administrator 
on the basis of review of the record unless the employee exercises the 
right of appeal to the Civil Service Commission, in which event no 
appeal of the same issues is permitted within the agency. Since this 
agency holds only one hearing and has only one appeal or review level 
beyond the decision authority, the Hoover Commission’s comments to 
the effect that some agencies have added elaborate removal systems and 
given employees appeal rights in some cases through every step in the 
organizational chain are inapplicable. 

ur view is that every employee should have an opportunity for 
an impartial hearing in any matter involving disciplinary action for 
any reason. It is true that Ee can be time consuming and costly 
if not properly controlled. The Veterans’ Administration is presently 
making efforts, through review of its personnel policy aan toward 
reducing the hearing time further. It is believed that the employee 
is entitled to one impartial review of the merits of a dismissal action 
at the level of the head of the agency to protect management and 
the employee. Accordingly, it is concluded that narrow adherence 
to the Lloyd-La Follette Act would deny the measure of protection 
to both management and employee which can be found only through 
an adequate system of hearing procedures. Under the circumstances, 
the Veterans’ Administration is unable to give full concurrence to this 
part of the recommendation. 

(d) The placing into effect of this item is within the administrative 
discretion of the agency. The present policy and procedures of the 
Veterans’ Administration are generally in accord with this recom- 
mendation—that an agency should train its supervisors to handle 
disciplinary problems of the employees properly and delegate removal 
authority as practicable. This latter aspect should always be subject 
to the wholesome requirement that the authority to remove should be 
limited to such management level as would insure objective appraisal 
of the merits of a case without the intrusion of personal feelings. 

(e) The use of the probationary period to screen out inadequate 
employees on a systematic basis, in a vigorous manner, is endorsed 
and the requirements of the Veterans’ Administration are in accord 
with this concept, including the execution of a written statement by 
the supervisor vouching for the adequacy of the employee before 
passing out of probationary status. 

(f) This applies to supervisory employees of this agency, as well 
as others, and can be placed into effect administratively. The Vet- 
erans’ Administration agrees that a supervisor’s slackness and inde- 
cision in handling dismissals should be emphasized in evaluating 
his performance, and provision is so made in the performance-rating 
plan of this agency for all employees pursuant to the Performance 
Rating Act of 1950 (Public Law 873, 81st Cong.). 
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RECOMMENDATION NO. 13 


“We recommend that reduction-in-force procedures specified in sec- 
tion 12, Veterans’ Preference Act, and other laws and regulations 
should be modified to provide : 

“(a) That a system be established which divides competing status 
employees into three categories: (1) Veterans with compensable serv- 
ice-connected disabilities; (2) all other veterans, and those nonvet- 
erans of 15 or more years’ Federal service; and (3) all other employees. 

“(b) That in calculating Federal service each full 6 months of 
military service during time of war or extended military action shall 
count for 1 year of civilian Federal service; each year in which a civil- 
service employee received a meritorious or outstanding service award 
may be counted as 114 years of civilian Federal service. For pur- 
poses of determining service in this case, employees who hold status 
may include their total years of nonstatus service, providing that such 
service immediately preceded their acquisition of status. Military 
service should not in this case be considered an interruption of service. 

“(¢) That in layoffs the order of retention be as follows: 

“1, Veterans with compensable service-connected disabilities 
shall have preference over all other competing employees. Where 
disabled veterans are competing against each other, the one with 
the highest number of retention credits (as calculated in the man- 
ner prescribed above) shall have preference. 

“2. Veterans with competitive status having no compensable 
disabilities shall have preference in layoffs over all other em- 
ployees except veterans with compensable disabilities and non- 
veteran employees with status and 15 or more years’ service. A 
veteran with competitive status who has no compensable disa- 
bility may replace a non-veteran-status employee with 15 or more 
years’ service, only if he has an equal or greater number of reten- 
tion credits (as calculated in the manner prescribed above). 

“3. Nonveteran employees with competitive status shall have 
preference over all employees without status. When such non- 
veteran employees are competing against each other, the employee 
with the highest number of retention credits shall have preference, 

“(d) That no employee, except veterans with compensable service- 
connected disabilities, who has less than 5 years of service (calculated 
in the manner prescribed above) shall have reassignment (‘bumping’) 
rights in reductions in force. 

“(e) That as soon as adequate records shall have been developed 
under the new performance evaluation system recommended else- 
where in the report, reduction-in-force rules should be further modi- 
fied to permit higher retention credit for those employees recom- 
mended and approved for further development and higher responsi- 
bilities.” 

Comments of Veterans’ Administration 


In general, this recommendation would require legislative action 
amendatory of the Veterans’ Preference Act, as well as the issuance 
of revised regulations by the Civil Service Commission covering re- 
duction in force and corresponding action by Federal agencies, includ- 
ing the Veterans’ Administration. 
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Subdivisions (a) and (¢) would represent an increase in preference 
for veterans with compensable service-connected disability. However, 
these subdivisions would limit the retention benefits presently avail- 
able to veterans not having compensable disabilities by eliminating 
preference of such veterans over nonveterans where the latter have 15 
or more years of service. The proposal would place the service-dis- 
abled group in a super-preference-retention category, whereas present 
regulations classify disabled and nondisabled veterans equally for re- 
tention preference purposes. Subdivision (b) would enhance exist- 
ing benefits enjoyed by veterans by crediting them with 1 year of ci- 
vilian Federal service for each full 6 months of service during war 
or extended military action, in contrast to the year-for-year basis now 
in effect. It would give additional recognition to meritorious or out- 
standing service awards by crediting the year in which such an award 
was received as 114 years of service for retention purposes, Sub- 
division (d) would limit existing benefits for both veterans and non- 
veterans by taking away from a great many employees in both cate- 
gories the rights which they presently have for reassignment. to other 
positions when reduction in force occurs. Subdivision (e) recom- 
mends a further modification of the reduction-in-force rules after 
the new performance evaluation system recommended by the Com- 
mission in its recommendation No. 11 is developed to permit higher 
retention credit for those employees recommended and approved for 
further development and higher responsibilities. 

The policy of extending preferential treatment and special benefits 
to persons who have served their country honorably in the Armed 
Forces is a national policy which has been manifested in many ways, 
including various forms of readjustment assistance, compensation, 
pension, medical care, and reemployment rights. The benefit of pref- 
erence for retention in Federal employment is another aspect of this 
national policy. While it is true that such preference by its very 
nature conflicts with the concept of a pure merit system, the recom- 
mendation would not resolve this conflict to any appreciable extent. 
Although the recommendation would increase an agency’s prospects 
of retaining, in a reduction in force, the more experienced nonveteran 
employees as against those veteran employees of lessor experience, it 
would at the same time introduce cumbersome and complicated pro- 
cedures into a system which is already complex. Considered as a 
whole, but recognizing the desirability of further study of this whole 
problem, the Veterans’ Administration is unable to give its support to 
recommendation No. 13. 


RECOMMENDATION NO. 14 


“We recommend that: 

“(a) Groups of positions which presently are excepted from the 
competitive civil service, such as positions overseas and in the Terri- 
tories, should to the extent possible either be brought within the 
competitive service and filled by open competition, or they should 
operate within special merit systems designed to meet the particular 
needs of these groups of positions. 

“(b) The Presidential adviser on personnel management should be 
empowered to examine the operations of all personnel systems outside 
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of the regular civil service. Any shortcomings in the operations of 
such systems should be reported to the President for such action as he 
desires to take. True independent merit systems should be recognized 
and certified as such by the President. 

“(¢) Persons who have served satisfactorily in a recognized Federal 
merit system outside the civil service should receive status and thereby 
be eligible for transfer to a competitive job under the Civil Service 
Act. Correspondingly, legislation governing personnel systems out- 
side of the civil-service laws should be modified to permit persons with 
civil-service status reciprocal rights under other certified merit sys- 
tems. People who have served the Federal Government under a true 
merit system should be available for use anywhere in the Government.” 


Comments of Veterans’ Administration 


This recommendation is applicable to the Veterans’ Administration 
and would affect excepted positions, such as professional positions in 
the Department of Medicine and Surgery and a group of about 2,500 
employees of the Veterans’ Canteen Service. It would also involve 
a considerable number of nontemporary schedule A positions, includ- 
ing those a attorney positions, positions as chaplains, a group 
= a 400 employees in Manila, and approximately 50 employees in 

aska. 

With respect to subdivision (a) of the recommendation, the Vet- 
erans’ Administration positions under Public Law 293, 79th Congress 
(Department of Medicine and Surgery) and Public Law 636, 79th 
Congress ( Veterans’ Canteen Service), already meet the criteria of 
operating within special merit systems designed to meet the particular 
needs of these groups of positions. Moreover, the existing procedures 
for the recruitment of personnel to schedule A positions are generally 
adequate, and no further action appears to be indicated at this time. 
Positions at the Juneau, Alaska, regional office will be brought into the 
competitive service in August 1955 in accordance with instructions 
already received from the Civil Service Commission. It is not con- 
sidered feasible or desirable to bring into the competitive service 
positions in the Manila regional office occupied by natives, nor is it 
considered desirable to establish a formalized recruitment system for 
these employees. 

The Veterans’ Administration would, of course, interpose no objec- 
tion to action by the President empowering his representative to 
examine the operation of personnel systems outside of the regular 
civil service, if this is deemed desirable. 

As to subdivision (¢), there is no evident need for legislation to 
require reciprocal employment rights between the civil-service system 
and other merit systems. Adequate authority now exists to permit 
mobility and interchange of personnel to the extent this is feasible 
and compatible with good administration. Section 6.7 of the Civil 
Service Rules provides that whenever the Commission and a Federal 
agency having an established merit system determine it to be in the 
interest of good administration and consistent with the intent of the 
civil-service laws and any other applicable laws, they may enter into 
an agreement prescribing conditions under which persons may be 
moved from one system to the other and defining the status and tenure 
that the persons affected shall acquire upon such movement. 


sabieband 





COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 53 


RECOMMENDATION NO. 15 


“We recommend that the President direct termination of political 
clearance of eligibles for appointment as rural letter carriers.” 


RECOMMENDATION NO. 16 


“We recommend that United States marshals and field officials of 
the Bureau of Customs and the United States mints be brought under 
the civil service and ‘positions’ should be filled by departmental ap- 

ointments in lieu of the present method of appointment by the 
resident.” 


Comments of Veterans’ Administration 
These recommendations are inapplicable to the Veterans’ Admin- 


istration. 
RECOMMENDATION NO. 17 


“We recommend that: 

“(a) The Civil Service Commission, with the Bureau of the Budget, 
undertake a codification of the laws and orders affecting Federal per- 
sonnel management. 

“(6) These agencies prepare a report to the Congress on changes 
in legislation which the codification indicates are necessary to clarify 
and simplify existing laws, eliminate duplication, and clarify lines of 
authority. 

“(c) Congress enact the necessary legislation, as indicated, to effec- 
tuate the codification.” 


Comments of Veterans’ Administration 

Implementation of this recommendation would ultimately require 
legislation as indicated by the necessary preparatory action by the 
Civil Service Commission in concert with the Bureau of the Budget. 
The desirability of a codification along these lines is manifest and 
would be most helpful in providing simplified working tools for the 
personnel staff of this nid other agencies of the Government. The 
Veterans’ Administration concurs in this objective. 


RECOMMENDATION NO. 18 


“We recommend that the Civil Service Commission : 

“(a) Expand its research activities as a basis for developing im- 
proved basic standards and guidelines under which the Commission 
delegates its authority to departments and agencies and provides 
assistance to them ; 

“(b) Continue ‘to expand the delegation of operating functions 
(subject to its standards) to the departments and agencies; 

“(c) Emphasize vigorous, realistic, and reasonably frequent in- 
spections in order to assure compliance with the principles of the 
civil-service laws and regulations, and the standards established by 
the Commission under which it makes delegations of authority to the 
departments and agencies. Such inspections should insure strict ad- 
herence to all statutory provisions for veterans’ preference and main- 
tenance of the merit principle in Federal employment. The Commis- 
sion should be authorized to charge the costs of repossessed functions 
to the agencies from which they are temporarily recovered.” 
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Comments of Veterans’ Administration 

This recommendation would have the effect of continuing and ac- 
celerating the current trends in the development of the Civil Service 
Commission: the expansion of its research and other staff activities ; 
the increase and reorientation of its inspection work; and the addi- 
tional delegation of operating functions to the agency. The Veterans’ 
Administration, along with Government agencies in general, would 
benefit from the implementation of this recommendation. 

We believe that further decentralization of personnel authority to 
the agencies would lead generally to a more efficient personnel system. 

Personnel representatives of the various Federal establishments 
should be made available to the Civil Service Commission for con- 
sultation regarding efforts to improve its central coordinating role 
in accomplishing its overall management responsibilities. 


RECOMMENDATION NO. i9 


“We recommend that: 

“Departments and agencies delegate as much authority (subject to 
suitable standards) for individual personnel actions as 1s possible to . 
lower operating levels. Agency personnel offices should be free to 
concentrate on positive personnel management, research, training and 
executive development, and manpower planing.” 


Comments of Veterans’ Administration 

Except for a relatively few key positions, personnel authority in 
the Veterans’ Administration has been delegated down to the level of 
management where personnel operations are performed. 

The top staff personnel office plans and develops Veterans’ Adminis- 
tration personnel policies, practices, and standards, and SppEROne their 
effectiveness in meeting the needs of the agency. The head of each 
operating department has his own personnel staff to which has been 
delegated authority over the personnel activities of the department. 
Field station managers in turn have their personnel officers and have 
the authority to effect most of the personnel actions at their stations. 
The only exceptions to this general rule are a few key administrative 
and professional positions. 


JuLy 14, 1955. 
Hon. Our E. TEacur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. TreaGue: In accordance with your request, transmitted by 
Mr. Oliver E. Meadows, staff director, the following information is 
submitted with respect to the report of the Commission on Organiza- 
tion of the Executive Branch of the Government on the subject of 
Business Enterprises. ; 

This report of the Commission is based on the fundamental principle 
that the national welfare will best be served by the curtailment or com- 
plete liquidation of various activities of the Federal Government which 
the Commission considers to be in competition with activites performed 
in private enterprise. It is recognized in the Commission’s report, 
however, that continuance of such activities by the Government may 
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sometimes be justified, with the burden of proof of such justification 
resting upon the Government. 

As pointed out in the report, on January 15, 1955, the Bureau of the 
Budget issued bulletin No. 55-4, requiring all agencies of the Govern- 
ment to initiate a review of commercial and industrial-type activities 
providing services or products for the Government’s own use which 
could be procured from private enterprise. In compliance with that 
bulletin, the Veterans’ Administration is engaged in a review of its 
activities which could be classified as being of a commercial or indus- 
trial type and is making intensive efforts to evaluate them so that the 
advisability of their retention or continuance will be determined in 
accordance with the public interest. 

Sincerely yours, 
H. V. Hieiey, Administrator. 


JuLy 25, 1955. 
Hon. Outn E. Tracuer, 
Chairman, Committee on Veterans’ A fairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teacve: In accordance with your request, transmitted by 
Mr. Oliver E. Meadows, staff director, I am enclosing the comments of 
the Veterans’ Administration on certain recommendations in the report 
of the Commission on Organization of the Executive Branch of the 
Government on the subject of surplus property. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of these comments to the 
committee for its consideration. The Bureau has requested that the 
committee be advised that the relationship of the views on the recom- 
mendations of the mentioned Commission expressed in the comments to 
the program of the President has not been determined and that the 
comments should not be construed as a commitment regarding legisla- 
tion which has been or may be proposed to carry out the recommenda- 
tions of the Commission. 

Sincerely yours, 
H. V. Hietey, Administrator. 


Report on SurPLuUs Property 


RECOMMENDATION NO. 5 


“That the procedure for screening reportable excess property be 
modified to previde a more efficient and manageable system encom- 
passing these features: 

“(a) Declarations of military agency excess be submitted by supply 
and inventory control points only and not by the owning location, ex- 
cept in special circumstances where it would be more feasible for the 
owning location to file declarations. 

“(b) Declarations from the supply and inventory control points 
include all excesses of items under their control, with a breakdown by 
location. 

“(¢) A time schedule be worked out for simultaneous reporting of 
the 74 Federal supply commodity classes (coordinated with the Fed- 
eral catal rogram as it progresses) so that the total excess in each 
class woul reported on the same date by all reporting activities. 
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“(d) Civilian agencies report their excesses to the General Services 
Administration by Federal supply commodity classes and syn- 
chronized with the Material Redistribution Division reporting time 
schedule for military excess. 

“(e) The General Services Administration distribute lists of 
specialized or high-value excess items to all Government agencies 
for maximum possible utilization, irrespective of the physical loca- 
tion of such excess items. The military services should also adopt this 
principle for internal Defense Department screening.” 


Comments of Veterans’ Administration 


Only subdivisions (d) and (e) of this recommendation are appli- 
cable to the operations of the Veterans’ Administration. 

Subdivision (d) would require the Veterans’ Administration to 
synchronize its excess reports with the time schedule established for 
the reporting of military excess. 

From the viewpoint of the agency, this might result in a greater 
time lag in the actual disposition of surplus property, with consequent 
storage problems and costs. On the other hand, if synchronized re- 
porting is essential to more effective utilization of property through- 
out the Government, the Veterans’ Administration would be inclined 
to accept the disadvantages and to concur in the recommendation. 
At this stage it would seem impossible for anyone to visualize all of 
the advantages and disadvantages implied by the recommendation. 
The Veterans’ Administration, therefore, does not feel that an un- 
qualified concurrence or nonconcurrence is justified at this time. With 
respect to this, it should be pointed out that there might be a tendenc 
in the synchronized reporting of excesses to glut the market wit 
identical items of excess property and thereby actually reduce the 
return to the Government from its sale. Here again, however, only 
experience can prove or disprove the wisdom of the recommendation. 

The Veterans’ Administration favors the adoption of subdivision 
(e) of this recommendation. 


RECOMMENDATION NO. 6 


“(a) That the Department of Defense make it mandatory for each 
supply and inventory control point to check its counterpart in the 
other military services prior to new Pegctrement, particularly of 


common-use items, where the amount of the purchase exceeds a fixed 
sum (varying for different classes of items), to ascertain whether 
excess or material in long supply is available for transfer. 

“(b) That the above Samia be made effective immediately on 
items which ave readily identifiable by common terminology, and be 
coordinated with the Federal catalog program on more technical or 
hard-to-identify items. 

“(c) That when progress in the Federal catalog program permits, 
the President direct a governmentwide review of supply programs 
and procedures for the purposes of developing a system requiring that 
each Government agency check its proposed procurement against 
excess supplies in all other agencies.” 


Comments of Veterans’ Administration 


Only subdivision (¢) of this recommendation would affect the Vet- 
erans’ Administration. Its adoption is favored, with the proviso that 
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emergency procurement be accorded the special procedural treatment 
it requires. 
RECOMMENDATION NO. 7 


“That the President. direct the Bureau of the Budget, in cooper- 
ation with the General Services Administration and the Department 
of Defense, to undertake a review of stock fund, fair value, and all 
other factors relating to reimbursement and pricing procedures in 
connection with the transfer of excess property with a view to recom- 
mending changes in legislation or procedures which will facilitate 
transfers and promote greater utilization of excess property within 
the Government.” 


Comments of Veterans’ Administration 

The Veterans’ Administration concurs in this recommendation, 
which does not primarily involve this agency, but which contemplates 
a review by the agencies indicated of the entire situation respecting 
transfers of excess property within the Government and action which 
may be indicated to promote greater utilization of excess property 
by Government agencies. It is assumed that other agencies of the 
Government, including the Veterans’ Administration, would be called 
upon in the course of the proposed review of these problems to furnish 
information based upon their experience relating to the basis for 
transferring stock fund property, the practicability of the fair value 
code, and the considerations bearing on the feasibility and desir- 
ability of adopting an overall policy which eliminates reimbursement 
in connection with transfers of excess property among Government 
agencies. Without undertaking to analyze these matters or to express 
definitive views on them at this time, it should be stated that the 
Veterans’ Administration will be glad to cooperate in the proposed 
overall study to the extent desired. 


RECOMMENDATION NO. 9 


“That the Congress reexamine the provisions of the Federal Prop- 
erty and Administrative Services Act of 1949, as amended, relating to 
the donation of Federal surplus property, and clarify congressional 
intent to transfer such property without cost to State educational and 
public-health institutions, notwithstanding Department of Defense re- 
quirements for reimbursement of stock funds for transfers of property 
from such funds.” 

Comments of Veterans’ Administration 

It is apparent that this recommendation is aimed primarily at the 
problem which has existed with reference to donations to State educa- 
tional and public-health institutions because of Defense Department 
requirements for reimbursement to stock funds as a condition to the 
transfer of stock-fund properties. 

It is pertinent to the underlying intent of this recommendation to 
.point out the experience of the Veterans’ Administration in connection 

ith the disposition of nonreportable aes property owned by the 
Veterans’ Administration supply fund. The question arose some time 
ago as to whether such property was required to be donated to tax- 
supported and nonprofit educational and medical institutions under 
subsection 203 (j) of the Federal Property Act before offering it for 
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sale. After conference with the General Services Administration, it 
was determined that pending the issuance of ae regulations as 
to the types of property which! would-be rded as donable ies - 
erty under the mentioned act, the Veterans’ Administration would fol- 
low the practice of disposing of surplus personal property owned by its 
supply fund by means of sale. 

neral Services Administration recently issued a directive (trans- 
mittal letter No, 1-52, April 7, 1955) which, among other things, deals 
with this matter by redefinition of the term “donable oh oe to 
include “surplus property in working capital funds’ established pur- 
suant to section 405 of the National Security Act of 1947, as amended, 
or in similar management-type funds,” subject to certain exceptions. 
Action has been taken by the Veterans’ Administration to implement 
the provisions of the amended regulations respecting the donation of 
supply-fund surplus property of this agency to State educational and 
wet iesbealeh institutions. 

The Commission took note in its discussion preceding the recom- 
mendation of the pendency of legislation on the subject, H, R, 3322, 
84th Congress, which recently passed the Congress. This legislation 
appears to be generally in line with the recommendation... It is now 
Public Law 61, 84th Congress, approved by the President.on June 
3, 1955. 

RECOMMENDATION NO, 11 


“That the General Services Administration issue regulations provid- 
ing that surplus stocks. be phyaeally ‘egated from other stocks 


to do. so for sales purposes.” 
Comments of Veterans’ Administration 

This recommendation is directed toward the General Services Ad- 
ministration. The sense of the recommendation has been the policy 
of the Veterans’ Administration. Surplus stocks are segregated for 
sales purposes when this is practicable. 


where economical and practica 


RECOMMENDATION NO, 12 


“That under General Services Administration policy supervision, 
the departments and agencies which have been delegated authority . 
to dispose of surplus property encourage competitive participation 
by potential — of such property by : 

“(a) Carefully selecting the most effective advertising mediums to 
reach prospective markets. : . 

“(6) Deseribing properties in terms of commercial use and condi- 
tions to the greatest practicable extent, 

“(c) Allowing ample time between announcements and closing 
dates of sales offering to provide for inspection and preparation of 
made br peepee ve customers. aaa a geet - 

“(d) Displaying properties..requiring inspection or evaluation of 
mixed-lot contents.in a manner to encourage sufficient inspection and 
evaluation by prospective customers. __.,. , Sat 

“(e) Requiring more careful segregation and lotting of the ‘items 
to be sold, to.prevent indiscriminate intermingling of different manu- 
facturers’, products or., different. commodities. which now tend’ to 
eneourage’ bids, for such.,.mixed lots, at. scrap -prices, thus. reducing 


the potential revenues from the sales.” 
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Comments of Veterans’ Administration 

This recommendation applies to the Veterans’ Administration in its 
entirety. The recommendation is reasonable, practical, and will tend 
to result. in the receipt of greater revenues in the sale of surplus prop- 
erty, The Veterans’ Administration favors its adoption. 


RECOMMENDATION NO. 20 


“That the Federal Property and Administrative Services Act of 
1949, as amended, be ar: 

“(a) to eliminate all statutory exemptions for the executive branch 
of the Government from General Services Administrative authority 
for utilization and disposal of all excess and surplus real property ; 

“(b) to authorize the President. to prescribe by Executive order 
specific exemptions from General Services Administration authority 
where fully justified in the public interest.” 


Comments of Veterans’ Administration 


In general, the Veterans’ Administration is subject to the Federal 
Property Act in respect to the disposition of excess and surplus real 
estate. However, activities of the Veterans’ Administration in con- 
nection with the liquidation of properties acquired as a result of its 
loan-guaranty and direct-loan activities are not conducted pursuant to 
the Federal Property Act or under the supervision of the General 
Services Administration. This does not result from a specific 
exemption in the Federal Property Act itself, but section 509 of the 
Servicemen’s Readjustment Act (38 U. S. C. 694j) specifically author- 
izes the Administrator of Veterans’ Affairs to sell, operate, maintain, 
lease, or otherwise deal with any property acquired or held pursuant 
to the loan assistance program under title ITT of that act, and expressly 
provides that the powers granted “may be exercised by the Admin- 
istrator without regard to any other provisions of law not enacted 
expressly in limitation hereof, which otherwise would govern the ex- 
penditure of public funds * * *.” 

While the recommendation seems literally to be directed to the 
statutory exemptions contained in the Federal Property Act itself, 
the reference to disposal activities of the Housing and Home Finance 
Agency with respect to residential or other real property acquired 
in connection with housing insurance and loan activities, in both the 
the Commission’s discussion and the comments of the task force, indi- 
cates that the underlying intent of the recommendation might extend 
to similar disposal activities conducted by the Veterans’ Administra- 
tion in connection with its loan-guaranty and direct-loan programs. 
For that reason it is deemed proper to present briefly some basic con- 
siderations supporting our conclusion that it would be unsound and 
uneconomical to divest the Veterans’ Administration of this function 
by transferring it to the General Services Administration. 

The Veterans’ Administration has guaranteed loans totaling over 
$27 billion: Potential losses from these guaranties will be minimized 
by the close liaison between the loan underwriting activities and the 
property liquidation activities which can be best maintained by re- 
taining responsibility for both activities ‘in the same agency. This 
and the following additional information support our view that both 
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efficiency and economy of operations would be best served by con- 
tinuing this liquidation program under the auspices of the Veterans’ 
Administration : 

(a) The loan guaranty and liquidation operations are both con- 
ducted through a staff of real-estate specialists thoroughly grounded 
in the disposition of residential real property and in the management, 
rental, and protection of such properties pending sale. This staff in- 
cludes appraisers, construction compliance inspectors, and other tech- 
nicians. In addition, this agency has in all parts of the country fee 
personnel, such as designated appraisers, fee compliance inspectors, 
and local brokers approved by the Veterans’ Administration as sales 
and management brokers, who render service in their respective local- 
ities on a fee basis. Through these facilities the Veterans’ Adminis- 
tration is able to act promptly and effectively with a minimum of 
administrative expense. 

(b) This property-liquidation program is accomplished with a 
minimum of Government intrusion into the field of private business, 
About 95 percent of all property acquisitions are single-family resi- 
dences. Ready buyers have been found for these properties at good 
prices by the practice of offering them for sale through local trade 
channels. Local brokers and real-estate experts are used to manage, 
rent, sell, and render appraisal opinions on properties, and local con- 
tractors are used to repair acquired properties instead of having the 
work done by the salaried staff of maintenance men. Thus, sales and 
management activities conform to local practices and local laws. 

(c) These sales activities of the Veterans’ Administration are con- 
ducted with full recognition of its commitments in the locality as guar- 
antor, insurer, or holder of loans, Accordingly, properties are with- 
held from the sales market and are rented in areas where market con- 
ditions are temporarily unfavorable and do not. permit sales at prices 
at least equal to loan balances on loans in which the Veterans’ Ad- 
ministration is financially interested. 

A principal objective of the Commission leading to this and other 
recommendations is to prevent the hoarding of properties by owning 
agencies by failing to.declare excess.to their needs property no longer 
required by the agency. The very nature of the liquidation program 
under title III of the Servicemen’s Readjustment Act, related as it. is 
to the loan-guaranty operations, militates-against any-tendeney-to re- 
tain acquired properties. The record of the Veterans’ Administration 
is the best evidence that the practices.of this agency are the very op- 
posite of “hoarding” such properties in that our policy is to sell 
them as rapidly as possible, with due regard to the overall interests of 
the agency as guarantor or insurer of loans, or as holder of loans. As 
of April 30, 1955, 14,917 properties had been acquired in this activity 
and 12,356 had been sold; 266 properties were redeemed pursuant to 
State law; so that as of the same date 2,295 properties remained in the 
Veterans’ Administration’s inventory. Of these, 326 were subject to 
redemption and, therefore, not available for sale, except in the States 
of Alabama and Washington where local laws and practices make it 
possible to sell subject to redemption. 

It has also been the long-standing policy of the Veterans’ Admin- 
istration to make a thorough analysis of the property even pen to its 
acquisition in order that there may be no loss of time in its liquidation 
in a manner calculated to yield the best possible price. 
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From the foregoing considerations, it is concluded that insofar as 
recommendation No. 20 may contemplate a transfer to General Serv- 
ices Administration of the property-liquidation activities of the Vet- 
erans’ Administration in connection with its loan-guaranty and direct- 
loan program, it cannot be endorsed and would not best serve either 
economy of operations or the overall interests of the Government. 


RECOMMENDATION NO. 21 


“(a) That the Bureau of the Budget develop adequate criteria for 
systematic determination whether real property holdings are excess to 

overnment agency needs; 

“(b) That the General Services Administration require declarations 
of excess real property to contain information of a nature designed to 
encourage utilization of the property by other Government agencies.” 


Comments of Veterans’ Administration 


The Veterans’ Administration favors adoption of subdivision (a) of 
the recommendation with the proviso that this agency participate in 
the development of the criteria which would be applicable to its 
hospitals. 

Subdivision (6) of the recommendation is related to the comments 
of the task force on page 180 of its report as follows: 


Federal agencies should be furnished with details concerning the most pro- 
ductive and alternative uses that could be made of each excess property. A state- 
ment should be made with respect to the condition of machinery, equipment, and 
buildings ; the extent of repairs or rehabilitation that is required ; and experience 
concerning protection and maintenance costs. An estimate of the amount of 
marketable timber that could be sold without impairment to normal operations 
should be given. Descriptions of plant layout and structural chaarcteristics 
should be given. An analysis of local conditions including the availability of 
labor, housing, schools, and utilities, should be made, as well as a report concern- 
ing the effect on the community of Government ownership. 


Obviously the proper description of properties surplus to one agency 
would encourage utilization of the property by other Government 
agencies which might otherwise purchase property. To obtain in- 
formation along the lines indlicaked by the task force would, of course, 


result in an expenditure of funds. Whether appropriations of the re- 
porting agencies should be required to provide for these additional 
expenditures presents a problem of governmentwide budgetary policy. 
A possible solution to the problem would be for the General Services 
Administration to reimburse agencies for that part of the cost of ob- 
taining the required information which involves the use of personnel 
or services other than those ave‘lable within the agency. 


JuLy 25, 1955. 
Hon. Ourn E. Tracur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 

Dear Mr. Treacve: In accordance with your request, transmitted 
by Mr. Oliver E. Meadows, staff director, I am enclosing the comments 
of the Veterans’ Administration on certain recommendations in the 
report of the Commission on Organization of the Executive Branch of 
the Government on the subject of legal services and procedure. 
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It will be noted that these comments do not cover all of the recom- 
mendations which would involve amendments to the Administrative 
Procedure Act, the provisions of which are not, for the most’ part, 
eee applicable to this agency. The Commission apparently 
included a number of recommendations of the task force concerning 
procedures under the Administrative Procedure Act without endorsing 
the same, and in fact stated (p. 51 of the Commission’s report) that it 
did not endorse the legislation proposed by the task force for revising 
the Administrative Procedure Act. However, the enclosed comments 
do relate to some of the recommendations in this latter area for the 
purpose of indicating special problems with respect to this agency. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of these comments to the 
committees for its consideration. The Bureau has requested that the 
committee be advised that the relationship of the views on the recom- 
mendations of the mentioned Commission expressed in the comments 
to the program of the President has not been determined, and that the 
comments should not be construed as a commitment regarding legisla- 
tion which has been or may be proposed to carry out the recommenda- 
tions of the Commission. 

Sincerely yours, 
H. V. Hietey, Administrator. 


Report on LecAu SERVICES AND PROCEDURE 


RECOMMENDATION NO. 1 


“Congress should review the justification for any existing legal 


staff not having been created by express statutory authority, and also 
such authority presently granted to those agencies having small legal 
staffs.” 


Comments of Veterans’ Administration 

Both the task force and the Commission appear to have recognized 
in the discussion leading up to this recommendation that it is necessary 
for the Veterans’ Administration to maintain a legal staff. However, 
the Veterans’ Administration is cited as 1 of 3 agencies having large 
legal staffs which were not expressly authorized by law. It is evident, 
therefore, that the recommendation was intended to include the Vet- 
erans’ Administration as one of the agencies affected. 

The Commission’s premise, with respect to-the Veterans’ Adminis- 
tration, is a mistaken one. The act of July 3, 1930 (46 Stat. 1016), 
authorized the consolidation of various agencies engaged in adminis- 
tering laws relating to veterans into an establishment to be known as 
the Veterans’ Administration. This act specifically provided that all 
the functions, powers, and duties prior to July 3, 1930, conferred by 
law upon the Director ot the United States Veterans’ Bureau and the 
heads of the other constituent agencies were conferred upon and vested 
in the Administrator of Veterans’ Affairs (38 U.S.C. lla)... The act 
also authorized the Administrator, under the direction of the Presi- 
dent, to consolidate, eliminate, or redistribute the functions of the 
bureaus, agencies, offices, or activities in the Veterans’ Administration 
and to create new ones (38 U. S.C. 11.(b)). The second paragraph 
of section 4 of the World War Veterans’ Act, 1924, specifically author- 
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ized the Director of the United States Veterans’ Bureau to include on 
the technical and administrative staff of the Director “such staff 
officers, experts, inspectors, and assistants as the Direetor shall pre: 
scribe.” Section 9 of the same act specifically recognized the author- 
ity of the Director to employ attorneys and maintain legal staffs by 
the provision that “in addition to the services of the legal assistants 
employed by the Bureau, the Director may require the opinion of the 
Attorney General on any questions of law arising in the administration 
of the Bureau.” 

Both section 4 and section 9 of the World War Veterans’ Act were 
saved from repeal by section 7 of title I, Public No. 2, 73d Congress, 
approved March 20, 1933 (38 U. 8. C. 707). Section 9 of the World 
War Veterans’ Act is contained in the United States Code (38 U.S. C. 
433), and the omission of the second paragraph of section 4 in the code 
is clearly erroneous. The codifier’s note at 38, United States Code, 
section 425, to the effect that section 4 is no ones effective in view of 
sections 11, et seq., of title 38, is incorrect as applied to the second para- 
graph of section 4, since the referenced provisions are from the men- 
tioned act of July 3, 1930, section 2 of which specifically conferred upon 
the Administrator all of the functions, powers, and duties theretofore 
conferred by law on the constitutent elements of the new organization, 
thereby clearly transferring to the Administrator the power previously 
possessed by the Director of the United States Veterans’ Bureau under 
the pertinent paragraph of section 4 of the World War Veterans’ Act. 

In addition to the foregoing basic statutory authorization which, by 
association with section 9 of the World War Veterans’ Act, expressly 
includes the authority to maintain a legal staff, there have been several 
statutory recognitions of this authority in other enactments. These 
include section 19 of the World War Veterans’ Act, as amended (38 
U.S. C. 445), referring to the assignment of attorneys to assist in the 
trial of insurance cases; section 21 of the World War Veterans’ Act, 
as amended (38 U.S. C. 450), with respect to representation of the 
Administrator by his “duly authorized attorney” in guardianship pro- 
ceedings; section 6 of the act of June 25, 1910, as amended (38 U.S. C. 
17e), dealing with representation of the Administrator “through his 
authorized attorneys” in certain legal proceedings to recover assets; 
and section 509 of the act of June 22, 1944, as amended (38 U. S. C. 
694j), providing that the Administrator may sue and be sued in his 
official capacity in any court of competent jurisdiction, State or Fed- 
eral, in connection with certain matters arising under the veterans’ 
loan-guaranty program. 

In view of the existence of statutory provisions which plainly 
authorize the maintenance of necessary le a staff within this agency, 
and the further fact that the existence and size of such staff has been 
subject to examination through the Appropriations Committees of 
both Houses of Congress through the years, there appears to be no spe- 
cial reason for differentiating the Veterans’ Administration from 
other large agencies having express authority to employ legal staff in 
respect toa congressional review of the justification for such staff. 
However, this is certainly a matter within the prerogative of the Con- 
gress, and the Veterans’ Administration would. not object to such 
review of the existing situation as the Congress may deem proper. 
It may be added that, in any event, there is. much to be said in 
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favor of leaving the matter of determining the size and distribu- 
tion of a legal staff within the Veterans’ Administration to the 
discretion of the Administrator in order that any changes may readily 
be made as conditions require. This flexibility is basic to the Adminis- 
trator’s existing statutory authority in regard to the organization and 
reorganization of the Veterans’ Administration and the assignment of 
functions within the organization. 


RECOMMENDATION NO, 2 


“The Department of Justice should be recognized as the chief law 
office of the Government. It should conduct all litigation before, the 
courts on behalf of the Government and its executive departments and 
agencies, except as Congress authorizes otherwise.” 


Comments of Veterans’ Administration 


In the light of the accompanying text, this recommendation is ap- 
parently intended not merely to center the conduct of all litigation in 
the Department of Justice, but to strengthen the coordinating func- 
tions of that Department in order to avoid differences in legal in- 
terpretations among agencies of the executive branch and to assure 
a greater unity of approach and method in the performance of legal 
services. As recognized by the Commission and its task foree, this 
has been a general theory of Government since the original Judiciary 
Act of 1789. However, it has been found impracticable of accomplish- 
ment on anything like a universal basis. 

The Congress has specifically authorized the employment of at- 
torneys by various agencies, and the judiciary has taken cognizance of 
the fact that while the Attorney General must represent the United 
States in all actions on its behalf in the Federal courts, this does not 
necessarily apply to actions on behalf of agencies if the Congress has 
authorized such agencies to utilize their attorneys for such purpose, 
nor does it apply to actions in State courts as authorized by statute. 

The activities of the Veterans’ Administration are largely devoted 
to the administration of gratuitous benefits, as to which the Congress 
has generally provided that the determination of the Administrator 
shall be final. These determinations and the legal criteria govern- 
ing them are of a highly specialized character. The legal questions 
which arise are many and varied, requiring a high degree of expert- 
ness and special knowledge on the part of agency representatives who 
are engaged in a career activity. Continuity and uniformity of policy 
are important attributes of an effectively administered system of bene- 
fits for veterans and their dependents. It is believed that on all mat- 
ters of mutual interest to the Veterans’ Administration and the De- 
partment of Justice the present organization and cooperative agree- 
ments with the Department of Justice assure proper and positive 
coordination. 

RECOMMENDATION NO. 3 


“Congress should create a procedure permitting any department, 
agency, or regulatory body to refer differences of interpretation of 
applicable law to the Attorney General, assisted by the Office of 
Legal Counsel, for resolution. Adoption of this procedure jointly 
by departments, agencies, and regulatory bodies which are parties to 
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such difference of interpretation or dispute shall be voluntary, but 
when employed, the decision of the Attorney General shall be binding 
on all parties involved.” 


Comments of Veterans’ Administration 


This recommendation is related to recommendation No. 2 and 
raises similar questions. In theory it is quite plausible. In practice 
it may not be completely acceptable or workable. 

The departments and agencies of the Federal Government have 
authority to request opinions of the Attorney General, an’ many 
of them avail themselves of this authority. One drawback to the 
application of this recommendation on a general scale might well 
be the reluctance of the Attorney General to express an opinion on 
a matter which is justiciable and as to which he might be called 
upon to defend his opinion in the courts. 

The Veterans’ Administration has the authority to request an 
opinion of the Attorney General (38 U.S. C. 433), but is not required 
to do so. The Administrator’s decision is made final by statute as 
to most matters affecting claims for benefits which he administers, 
and, accordingly, he is not bound by the opinion of the Attorney 
General any more than that of his own General Counsel. It is the 
view of the Veterans’ Administration that the wisdom of the Con- 
gress-in vesting this degree of finality in the determinations of the 
Tithinistector thas been well demonstrated by experience. In order 
to effectuate this legislative policy, the occasion arises but rarely 
in which the Administrator may find it helpful to obtain the views 
of the Attorney General on a legal question affecting benefits. 

Aside from the broad area in which the Administrator’s decisions 
are statutorily final, it should be noted that the Congress has seen 
fit to vest final administrative authority in the Comptroller General 
cn questions affecting the expenditure of appropriations. It would 
seem highly questionable whether the Congress would be willing to 
authorize the Attorney General to overrule decisions of the Comp- 
troller in this field. 

Finally, it may be stated that, from the standpoint of the Veterans’ 
Administration, there has arisen no demonstrated need for the pro- 
cedure outlined in recommendation No. 3 for the reason that conflicts 
with other agencies and departments arising out of interpretation 
of the law have been relatively few in number and have not created 
a significant problem. This is in large part due, of course, to the 
principle of finality of decision which applies to this agency on 
matters concerning claims for veterans’ benefits and the laws govern- 
ing the same. - 

RECOMMENDATION NO, 4 


“The legal staff of each department, agency, and regulatory body 
should be integrated under an Assistant Secretary for Legal Affairs 
or a General Counsel, except those small staffs in regulatory agencies 
which would advise and assist agency members in the performance of 
their quasi-judicial functions.” 


Comments of Veterans’ Administration 

This recommendation must be considered in connection with the 
overall organization of the Veterans’ Administration and the circum- 
stances under which this organization evolved to its present point. A 
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major reorganization has only recently been completed. A part of 

this reorganization involved “separating the Ghardiatwhip Bavied 

from the Office of the General Counsel. To integrate the guardianship 

legal activities with those of. the General Counsel would be contrary 

to the intent and purpose of the reorganization plan since it would 

cate again intermingle what this agency considers to be line and staff 
nctions. 

On June 10, 1958, the Director of the Bureau of the Budget directed 
the Veterans’ Administration to proceed with the reorganization plan 
along the lines of the plan submitted by Gen. Carl R. Gray, Jr., former 
Administrator of Veterans’ Affairs, as modified and approved by the 
President’s Advisory Committee on Government Organization. Two 
of the approved recommendations of the President’s Advisory Com- 
mittee on Government Organization read in part as follows: 

Support the Administrator’s proposed ‘establishment of three major operating 
units 


* * * Under the Administrator’s proposed organization, three major operating 
units are to be established: (1) Department of Medicine and Surgery headed by 
a Chief Medical Director; (2) an Insurance Department, headed by a Deputy 
Administrator; and (3) a Veterans’ Benefits Department, also headed by a 
Deputy Administrator. This change will materially reduce the span of control 
and permit improved administrative leadership throughout the agency. 


Clarify the line and staff relationships within the agency and increase the dele- 
gations of authority to the field 

The usual problem of dual. supervision—line and technical—exists in the 
Veterans’ Administration in an aggravated form. The various program person- 
nel in field installations look to and receive from their central office counterparts 
detailed direction. On the other hand the managers of field installations have 
no effective central office contact because of the great span of control. This 
situation has produced a diffusion of responsibility and loose administration 
throughout the agency. 

The Administrator’s proposed organization plan establishing three operating 
departments can * * * be the basis for bringing into balance field installation- 
central office relationships and for improving administration. * * * 

The Legal Service of the Veterans’ Administration for many years 
consisted in the Office of the Solicitor (Legal Service, central office) 
and in the chief attorneys in the field offices (Legal Service, Field). 
Under the then existing regulations, each chief attorney was adminis- 
tratively responsible to the Poatiages of the regional office and was pro- 
fessionally responsible to the Solicitor. The reorganization above 
mentioned required a change in the status of the Legal Field Service. 
Insofar as it 1s concerned with guardianship matters, it was made a 
direct responsibility of the manager of the regional office, with line 
responsibility to the Deputy Administrator for Veterans’ Benefits. 
There is a staff component in the Department of Veterans’ Benefits 
comprised of attorneys who evaluate the work of the chief attorneys 
in connection with guardianship matters and advise the Deputy Ad- 
ministrator or other line officer in connection therewith. 

In the reorganization, the former Office of Solicitor was abolished 
and there was created the Office of the General Counsel, a staff position. 
The principal function of the Chief Law Officer is to advise the Ad- 
ministrator and all staff and top operative officials on all legal matters 
arene in the administration of laws which are the responsibility of 
the Administrator of Veterans’ Affairs and on adjunct 1 matters 
pertaining thereto, both substantive and adjective law. The General 
Counsel also is responsible for operational functions in connection 
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with all litigation arising in the operations of the Veterans’ Adminis- 
tration except those in connection with guardianship. In all such liti- 
gation in the Federal courts, whether civil or criminal, the office coop- 
erates and coordinates activities with the appropriate division or other 
operative unit in the Department of Justice, and in most important 
matters, directly, with the Office of the Attorney General. The litiga- 
tion in State courts, except guardianship, is conducted under the diree- 
tion of the General Ovensil thicusi and by the chief attorneys in the 
regional offices who are available to the General Counsel for this pur- 
pose. In such matters, as well as in the giving of legal advice by way 
of formal opinions which must be approved by the General Counsel, 
the chief attorneys are of necessity responsible to the General Counsel 
for the professional accuracy of such work. 

By law, the Board of Veterans’ Appeals is composed of a chairman, 
vice chairman, associate members, and such other professional, admin- 
istrative, clerical, and stenographie personnel as are necessary in con- 
ducting hearings and in the consideration and disposition of appeals. 
The Chairman and Vice Chairman are both attorneys who supervise 
the activities of attorneys attached to the Board. The functions of 
the Board involve decision making in connection with adjudication of 
appeals to the Administrator on all claims matters, and would, for this 
reason as well as the statutory basis for its organization, seem to be 
outside of the limits of recommendation No. 4. 

The Office of Legislation was originally established as a separate or- 
ganizational entity directly responsible to the Administrator in 1946 
because of the then Administrator’s desire to have direct control of 
legislative liaison. The Office of Legislation is under an Assistant 
Administrator who is an attorney and who supervises and evaluates his 
attorney apployees. The existence of a single staff channel of com- 
munications between the Administrator and the Congress, as well as 
the executive branch, has worked in the interest of efficiency and econ- 
omy. It also enables the Administrator to keep in close touch with 
congressional policy and the ‘shifting of congressional attitudes. 
Moreover, the arrangement’ provides a useful and objective means for 
appraising legislative proposals and comments upon pending legis- 
Jation furnished by the operating services. Such proposals and com- 
ments submitted by those directly concerned with operations are thus 
examined in the light of legislative background, trends, and policies 
by personnel intimately acquainted with these factors. The Afiice of 
Legislation coordinates reports with the General Counsel in situations 
where that is indicated because of the legal questions involved. 

Recommendation No. 4 could be placed im effect by administrative 
action. In view of the foregoing, however, the Veterans’ Administra- 
tion has determined not to accept the recommendation. 


RECOMMENDATION NO. 5 


“The Guardianship Service of the Veterans’ Administration should 
be confined, to those States which have not substantially adopted the 
Uniferm Veterans Guardianship Act, and conducted there only on a 
limited’ followup. basis. The Veterans’ Administration legal staif 
should be reduced accordingly.” 
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Comments of Veterans’ Administration 


The gist of the Commission’s recommendation is that the Guard- 
ianship Service of the Veterans’ Administration should be completel 
discontinued in some 45 States and maintained on a mere aaraeel 
basis in the remainder. The Commission concludes.that.on the basis 
of the study of the task force, most of the Service could be eliminated 
and the legal staff performing it reduced without endangering the 
rights of beneficiaries and with annual savings of about $5 million. 

The task force report (pp. 68-71) reaches the same conclusion as to 
the $5 million annual saving, but states that the activities of the Guard- 
ianship Service should be restricted to “a checking operation within. 
the 45 States which have now adopted the Uniform Veterans’ Guard- 
ianship Act.” Thus the Commission’s recommendation is somewhat 
more far-reaching in specific terms than that of the task force, but both 
clearly would call for a drastic curtailment of the guardianship 
program of the Veterans’ Administration. 

The assumption basic to the Commission’s recommendation is con- 
tained in its statement that since the Uniform Veterans’ Guardianshi 
Act has been substantially adopted in 45 States, the need for the Guard- 
ship Service is now obviated and the safeguards which the Service was 
intended to provide are now provided in the normal operation of guard- 
ianship proceedings. This assumption was apparently based upon the 
findings of the task force to the following effect : 

(1) That at the time the Administrator of Veterans’ Affairs 
(then Director of the Veterans’ Bureau) was charged by the Con- 
gress with the responsibility of creating and administering a 
guardianship service, the State probate courts were not in a posi- 
tion functionally to protect adequately the rights of incompetent 
and minor beneficiaries of the Government in respect to the 
payments of gratuities and contractual benefits ; and 

(2) That this situation has now been corrected and that the 
courts in those States which have adopted the Uniform Veterans’ 
Guardianship Act are in a position to guarantee protection to 
such beneficiaries of the Government and that because of this 
there is no longer any substantial need for a guardianship service. 

The soundness of these conclusions can be only as correct as the 
premises on which they are based, and it is believed that these are 
erroneous. 

In the first place, the task force and the Commission overlooked 
the cardinal principles of section 21, World War Veterans’ Act, as 
amended (38 U.S. C. 450). This statutory authorization and direc- 
tive was originally enacted June 7, 1924, as a result of a select com- 
mittee investigation showing that the interests of the then Veterans’ 
Bureau beneficiaries under legal disability were not being adequately 
safeguarded. As a result of a further investigation, it was amended 
by the acts of July 2, 1926; May 29, 1928; and July 3, 1930. A further 
comprehensive congressional investigation conducted in 1934-35 re- 
sulted in additional amendment by the act of August 12, 1935 (Public 
Law 262, 74th Cong.), which not only increased the authority of the 
Administrator but added to his responsibilities, chiefly in the field of 
ensuring that surplus funds in the hands of fiduciaries are safely and 
properly invested and conserved. Various major laws have since in- 
cluded the provisions of the basic act by reference (see sec. 616, 
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National Service Life Insurance Act of 1940 (38 U. S. C. 816) ; sec. 
1500, Servicemen’s Readjustment Act of 1944 (38 U. S. C. 697) ; sec. 
270, Veterans’ Readjustment Assistance Act of 1952 (38 U.S. C. 980) ; 
sec. 9, Servicemens’ Indemnity Act of 1951 (88 U. 5S. C. 858)). 

The principles of the basic act are as follows: 

(1) "Phat the Government as a donor of the funds is responsible for 
seeing that they are properly used for the benefit of the incompetent 
or minor beneficiaries or are conserved for their later use and protec- 
tion or that of their immediate dependents, and that, in effect, particu- 
larly with respect to contractual benefits, such as insurance, this is a 
protection guaranteed by the Government ; 

(2) That the Administrator, acting for the Government, through 
his duly authorized attorneys, will see that benefits are paid to either 
a legally appointed guardian, conservator, or curator, or, alternatively, 
to a person having legal custody of the person or estate of the bene- 
ficiary ; that he will supervise the action of such fiduciaries in expend- 
ing the funds for the benefit of the ward or conserving them for later 
use ; and that in order to accomplish these purposes, the Administrator 
is given authority 

(a) to suspend payments when he finds that the fiduciary is not 
properly administering his trust ; 

(6) to require annual reports and to take up in any court of 
proper jurisdiction any matter regarding such trust estates requir- 
ing the attention of the court; 

(c) to see that fiduciaries’ commissions are limited to not to 
exceed 5 percent of receipts normally and that attorneys’ fees are 
allowed only to a reasonable amount for services actually rendered 
the beneficiary. 

Finally, the Administrator is authorized to make all necessary 
investigations, to take any action necessary to remove unsatisfactory 
fiduciaries and to appoint satisfactory ones, and to see that criminal 
action is instigated where embezzlement or other wrongdoing is estab- 
lished, as well as to recover for the United States Government any 
funds in the hands of a fiduciary upon death of the ward which would 
otherwise escheat. 

In order to carry out these responsibilities, the National Guardian- 
ship Service was created purely as a preventive measure rather than 
one to attempt to come in at a belated time to lock the door after the 
corpus has vanished. 

In the beginning of the program the then Veterans’ Bureau, through 
its attorneys in the Office of the General Counsel and regional attor- 
neys, encountered some difficulty in the courts in establishing the right 
of the agency to supervise the handling of the estates in the hands of 
court-appointed fiduciaries as required by the Federal statute. In a 
number of States it was successful in establishing on the basis of 
common law principles the right of the donor of the trust to supervise 
its administration, but through the interest and action of the Con- 
ference of Commissioners on Uniform State Laws and the American 
Bar Association there was proposed for adoption by the States the 
Uniform Veterans’ Guardianship Act, which act, since 1928, has been 
adopted in whole or in part by some 40 States, Territories, and pos- 
sessions (even including the Republic of the Philippines, Hawaii, and 
Puerto Rico). The principal provisions of the Uniform Act are as 
follows: 











70 COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 


(1) It makes the Administrator of Veterans’ Affairs a party in 
interest in any and all actions pending in a State court respecting the 
estate of a beneficiary under guardianship or other court-appointed 
trusteeship ; 

(2) It authorizes and requires the courts of appointment to require 
adequate corporate surety, bond, or other adequate safeguarding 
provisions; 

(3) It requires that the fiduciaries’ accounts be forwarded to the 
Chief Attorney of the Veterans’ Administration, as well as to the 
court, and that any court approval thereof is invalid unless concurred 
in by said Chief Attorney or after hearing, if notice to that effect is 
filed by said attorney ; 

(4) It authorizes courts to appoint fiduciaries for Veterans’ Ad- 
ministration beneficiaries upon certification of the need thereof by the 
Administrator’s attorney (thus avoiding detrimental inquisition in 
lunacy otherwise necessary in most jurisdictions) ; 

(5) It authorizes a closing of the fiduciaryship upon similar certifica- 
tion of the termination of need therefor ; 

(6) It authorizes court commitment to a Veterans’ Administration 
hospital of incompetent veterans certified by the Chief Attorney as 
legally eligible therefor, and gives the managers of such hospitals the 
same authority as is bestowed by statute upon the superintendents of 
State similar institutions for treatment of mental disabilities; 

(7) Finally, it affords complete cooperation between interested 
Federal and State officials to the end that the intention and purposes 
of the Federal Government in providing benefits are accomplished, 
the adjective law being furnished by the State statute, the funda- 
mental or basic by the Federal (see Hines v. Lowrey, 305 U.S. 85; 
83 L. Ed. 56) 

From the foregoing it may readily be seen: 

(1) That the aiieen Veterans’ Guardianship Act would be com- 
pletely functus officio if the recommendation of the Hoover Commis- 
sion were placed into effect ; 

(2) That the Administrator could not place this recommendation 
into effect without thwarting the specific purposes of existing law and 
abrogating his statutory responsibilities. 

Even if the recommended action were authorized by the Congress 
and the protection of beneficiaries with respect to the use and conserva- 
tion of Government payments were left to the uncertain and variable 
responsibility of fiduciaries and legal representatives, with no ma- 
chinery in the courts to check on their activities, there could not be 
saved the amount estimated by the Commission. <A careful check of 
the expenditures required to administer the guardianship program 
shows that it costs less than $5 million annually, an average of less 
than $14 per case per year, to provide this entire service. 

The program has been administered at the greatest degree of 
economy from the very beginning. It was found less expensive to 
place the program on. a preventive basis than to continue it on a check- 
and-recovery basis. Savings were effected as to both the Government 
and the beneficiaries by refraining from having court appointments 
wherever poseibie through the payment (a) to persons having legal 
custody of the beneficiary..or his estate, or (>) as. provided, by later 
amendment to the authorizing law, recommended by the Veterans’ Ad: 


4 
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ministration, direct to the wife of the incompetent veteran where she 
is found to be a capable and proper person to receive and expend the 

ayments. Both the Commission and the task force completely over- 
ooked this important aspect of the guardianship service, which avoids 
the expense of guardianship proceedings by a procedure of payments 
directly to legal custodians, to wives, or to superintendents or managers 
of hospitals where the incompetent veterans are undergoing treatment 
for mental diseases. The task force and the Commission apparently 
assumed that these custodians account to the courts, whereas they 
account annually to the Veterans’ Administration alone. The scope 
of this phase of the program is indicated by the fact that of the 335,000 
minor and incompetent beneficiaries under legal disability, court- 
appointed guardians are functioning for only 42 percent, and the re- 
maining 58 percent (about 195,000 cases) are receiving benefits through 
legal custodians, wives, or superintendents of hospitals. 

Finally, the Commission and its task force overlooked the fact that 
the cost of administering the program is less than 1 percent of the 
total value of all estates (such total being approximately $500 million) 
piven by this service, and that the program confines costs to the 

neficiaries for guardians’ commissions and attorneys’ fees to less 
than 5 percent of the annual receipts, the total of such annual receipts 
being approximately $179,300,000. Other factors overlooked by the 
Commission are that the Veterans’ Administration is authorized to pay 
the costs of the appointment of guardians and commitment of incom- 
petent veterans in most cases; that through social survey followup 
procedures it insures that beneficiaries under legal disability are ade- 
quately cared for; and that defaulting guardians, custodians, or 
other trustees are removed and prosecuted, all of which activities re- 
quire a total of some 31,000 court appearances annually. 

It has been said by judges of the largest as well as the smallest State 
courts having probate powers, and by associations of such judges, that 
the one thing which has done most for the jurisprudence of this coun- 
try, as it relates to fiduciaryships, since the adoption of the Federal 
Constitution, is the Veterans’ Administration national guardianship 
service, and that it would be highly desirable if the courts themselves 
had the machinery to do what is done for them, and in cooperation 
with them, by the Veterans’ Administration’s attorneys and social 
workers in carrying out said program. 

In consideration of all of the foregoing, it is the strong view of the 
Veterans’ Administration that this recommendation of the Commis- 
sion could not be carried out without violating the established legisla- 
tive policy governing the guardianship service, and that the Congress 
would not desire to alter the statutory provisions to conform to the 
recommendation and thus, for practical purposes, terminate the 
guardianship service. 


RECOMMENDATION NO, 11 


“A legal career service for all civilian attorneys, except those in 
appointive categories, should be established in the executive branch, 
separate and distinct from the Civil Service Commission and other 
career-employee services, and administered by the Office of Legal 
Services and Procedure of the Department of Justice.” 
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Comments of Veterans’ Administration 

The idea of a separate legal career service for civilian attorneys 
of the Government is one which is worthy of careful consideration. 
The effectiveness of such a proposal would depend to a very large 
extent upon the concrete plan adopted to carry it out, particularly 
the method for administering it. Although the Veterans’ Admin- 
istration has not encountered serious difficulties in the recruitment 
of attorneys in recent years, it is realized that, from an overall Gov- 
ernment standpoint, thees may be some practical need for placing 
legal employment on a basis which better assures selection in accord- 
ance with merit principles. The Commission has suggested that 
establishment of a separate career service would enhance the attrac- 
tiveness of Government service for qualified lawyers. Properly 
established, such a system might also tend to offer an inducement 
to some present incumbents to continue in Government service as a 
lifetime pursuit. 

On the side of the appropriate method for implementing the pro- 
posal for a legal career service, it is at least debatable as to whether 
the administration of such a program should be placed in the Depart- 
ment of Justice, as recommended, or in the Civil Service Commis- 
sion. Among other things, it is readily apparent that such a career 
service should be so established as to minimize political factors. 
The very essence of the poo is to insure selection of attorneys 
on merit and to provide stability of tenure. 

It is the view of the Commission, as more specifically reflected by 
the comments of its task force, that the administration of such a 
career service calls for specialized professional knowledge to a degree 
which might not be sufficiently available through the Civil Service 
Commission, but would exist within the Department of Justice. It 
is a fact that in another professional field—that of medicine—the 
Veterans’ Administration found it necessary to recommend, and 
there was enacted, legislation divorcing same from Civil Service inso- 
far as concerns the setting of standards, selection, qualification, and 
discipline of doctors, dentists, and nurses. But the moving reasons 
therefor do not apply equally to the legal apes it is believed. 
There does not appear to be any insuperable obstacle to the Civil 
Service Commission, if given by amendatory legislation appropriate 
authority, establishing effective procedure respecting the recruitment 
and selection, as well as retention of attorneys. Any procedure, to 
meet properly and adequately the varying needs of separate agencies, 
or even aivinidoa withm agencies, must permit selection on consid- 
erations beyond mere general qualifications—such as an unmarked 
list of eligibles with scope for selection and consequent qualification 
from or outside of such list or register. With leeway for lateral 
entrance for attorneys with special required skills, and also exceptions 
for policymaking positions, a legal career service should be based upon 
proper selection of young attorneys who, by training and experience, 
can progress upward. This is more important than is the question of 
proper agency. 

RECOMMENDATION NO. 12 


“An Office of Legal Services and Procedure should be established 
in the Department of Justice to administer the legal career service, 
to develop and apply uniform recruitment procedures for attorneys, 
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to receive and investigate complaints regarding legal services, to 
assist the Attorney General in making reports and recommendations 
to the Congress on the adequacy of legal services, and to perform other 
approproiate legal administrative functions. The Office should re- 
ceive advice and assistance from a Legal Services Advisory Com- 
mittee composed of members selected by the chief legal officers of 
departments and agencies.” 


Comments of Veterans’ Administration 


No comments on this recommendation, additional to the discus- 
sion by the Veterans’ Administration of recommendation No. 11, ap- 
pear to be indicated at this time. 


RECOMMENDATION NO, 13 


“Attorney positions in the executive branch should be classified 
under an attorney classification act, with provision for a senior at- 
torney category with a salary ranging to $17,500, for which a limited 


number of highly qualified attorneys w would be eligible.” 


Comments of Veterans’ Administration 

The essential aim of this recommendation is to pore higher sal- 
aries for attorneys in Government in the higher brackets. It is as- 
sumed by the Commission that this can best be accomplished through 
a separate attorney classification act in connection with the estab- 
lishment of a career legal service. 

It may readily be conceded that the top salaries paid to Government 
lawyers are not sufficiently competitive with the earnings or com- 
pensation realized by attorneys engaged in comparable activities in 
private practice. This, in turn, necessarily creates something of a 
problem in recruiting young lawyers to make a career of Govern- 
ment service and in holding capable Government lawyers in the senior 
grades. Accordingly, this recommendation appears to have a very 
constructive purpose. 

The situation to which this recommendation is directed is not one 
confined to the legal service, and must be carefully considered in rela- 
tion to the overall problem of adequate and competitive pay to persons 
holding the more responsible positions in Government. 

It appears from the Commission’s preceding discussion that this 
recommendation also contemplates a reduction in the number of at- 
torncy grades, specifically that all attorneys in the proposed career 
service below the senior attorney grades should be classified in 5 
grades with compensation ranging from $4,205 to $11,800. This 
corresponds, in principle, to the generalized recommendation of the 
Commission in its report on personnel and civil service (recommen- 
dation No. 8). The Veterans’ Administration indicated with refer- 
ence to that proposal that simplification of the grade structure under 
the Classification Act represented a desirable goal. Similarly, simpli- 
fication of the grade structure for attorney positions would seem to be 
desirable. However, the precise number of grade levels to be estab- 
lished should be carefully explored, with due regard for the appro- 
priate salary ranges needed to accord adequate recognition between 
grades and to eliminate over laps. 

70372—56——6 
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RECOMMENDATION NO. 14 


“We recommend that the provisions of the Lloyd-LaFollette Act 
be amended to provide as follows— 

“(a) That the provisions of the act shall apply to attorneys in the 
legal career service ; and 

“(b) That the probationary period for attorneys in the legal career 
service should be set at 3 years. 

“We further recommend that agencies confine their dismissal pro- 
cedures for legal-career-service personnel to the simple provisions of 
the Lloyd-LaFollette Act, and that only the rules or regulations 
promulgated by the Office of Legal Services and Procedure shall have 
effect.” 


Comments of Veterans’ Administration 


The Veterans’ Administration concurs in the desirability of placing 
career attorneys under the protective provisions of the Lloyd-LaFol- 
lette Act. However, as indicated with respect to recommendation No. 
11, dealing with the administration of a legal career service program 
by the Department of Justice, there is ample room for debate as to 
whether rules and regulations for the application of the Lloyd-La- 
Follete Act to attorneys should be set by the proposed Office of Legal 
Services and Procedure in the Department of Justice. Asin the related 
recommendations, the question is whether there exists a basic need to 
differentiate in respect to the administering agency between persons 
holding attorney positions and other types of Government employees. 

In commenting on recommendation No. 12 (c) of the Commission’s 
Report on Personnel and Civil Service, the Veterans’ Administration 
stated its view that every employee should have an opportunity for 
an impartial hearing in any matter involving disciplinary action for 
any reason, and that the employee is entitled to one impartial review 
of the merits of a dismissal action at the level of the head of the 
agency to protect both management and the employee. These prin- 
ciples are also applicable to the proposal in the subject recommenda- 
tion that agencies confine their dismissal procedures for legal-career- 
service personnel to the simple provisions of the Lloyd-LaFollete Act, 
which merely calls for a statement of charges in writing, a reasonable 
opportunity to reply, and consideration of the reply by the agency. 
As stated in fhe prior report, narrow adherence to the bare require- 
ments of the Lloyd-LaFollette Act-would deny the measure of pro- 
tection which can be found only through an adequate system of hearing 
procedures. 

The proposal that the probationary period for attorneys in the 
legal-career service should be set at 3 years seems reasonable on its 
face. However, as stated by the Commission, “there is no magic in 
this number of years.” The probationary period for any employee 
is properly considered to be a part of the examining and selection 
process. If 12 months is accepted as reasonable for determining the 
validity of selection decisions for career employees generally, it is 
questionable whether a substantially greater period should be appli- 
cable to attorney positions. A probationary period of 3 years would 
impose considerable strain‘on the emplovee and might increase the 
prospect that an agency would improperly delay the separation of 





COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 75 


borderline, unsatisfactory employees. It should also be borne in 
mind that under the present appointment rules, generally applicable 
to the competitive service, employees are on probation for 1 year but 
remain in conditional status for 2 additional years, and are not eligible 
for full-fledged career tenure until 3 years after appointment. While 
it is appreciated that the 3-year requirement is intended to protect 
the Government and the individual for the purpose of assuring that 
those selected for Government legal positions will be well qualified 
to perform the specialized and exacting requirements of such posi- 
tions, the Veterans’ Administration doubts that the case with respect 
to attorneys is sufficiently distinctive to justify an extension of the 
generally applicable l-year probationary period to 3 years with respect 
to this group. 
RECOMMENDATION NO. 15 


“We recommend that— 

“Tn matters of separations and reductions in force, a veteran’s right 
to appeal shall be to the Office of Legal Services and Procedure, shall 
be limited to the first 5 years after entry into the Government service, 
and in no case shall be exercised by a veteran occupying an attorne 
position at a grade level corresponding to the present GS-12 or above.” 


Comments of Veterans’ Administration 


This would, of course, require legislative implementation. It is 
related to recommendation No. 12 of the Commission in its report on 
Personnel and Civil Service. Serious questions of legislative policy 
are involved in the entire field of preferential treatment for veterans 
in Government employment. The Veterans’ Administration realizes 
that this general area should be restudied but, as indicated in its 
comments on the similar recommendation of the Commission in its 
report on Personnel and Civil Service, this agency is reluctant to 
recommend amendments to the Veterans’ Preference Act or special 
provisions in any separate law governing attorney positions which 
would materially cut down the policy of favored treatment for vet- 
erans which has been in effect for many years. As previously stated, 
this is but one facet of the recognition by the Federal Government of 
its obligation to accord benefits based upon the special service ren- 
dered by those who served in the military forces in time of war. 


RECOMMENDATION NO. 16 


“We recommend that— 

“(a) The Performance Rating Act be repealed; and 

“(b) A new system be established under which the supervisor 
reports from time to time only on those attorney employees— 

(1) With potential capacity for further development and higher 
responsibilities ; 

(2) Deserving meritorious awards; 

(3) Miscast in their present assignments and who should be reas- 
signed to other word and/or retained for other work; 

(4) Undeserving of periodic pay increase because of unsatisfactory 
service, (employees not so designated would receive their increases in 
<lue course) ; and 

(5) Requiring dismissal.” 








76 COMMENTS ON RECOMMENDATIONS OF HOOVER COMMISSION 


Comments of Veterans’ Administration 


This recommendation is similar to recommendation No. 11 of the 
Commission’s report on Personnel and Civil Service. It would apply 
to the Veterans’ Administration; as well as other agencies of the Gov- 
ernment, and would, of course, require legislation, 

As stated in its report on the personnel and civil-service recommenda- 
tions, the Veterans’ Administration concurs generally in this approach. 
At the present time, studies are going forward in this agency to revise 
our performance rating plan in the light of the prior general recom- 
mendation of the Commission, subject to the limitations of existing 
laws. The question of whether performance evaluation should be 
limited to the five categories specified in subdivision (6) warrants 
further study in the evolution of any concrete plan. 


RECOMMENDATION NO. 17 


“Attorneys occupying full-time positions in the executive branch 
should be prohibited from engaging in outside legal practice except 
upon express permission to handle family legal matters which do not 
interfere with the performance of official duties. They should be 
prohibited from engaging in business activities which interfere with 
the performance of their official duties.” 


Comments of Veterans’ Administration 


The present position of the Veterans’ Administration is very close to 
the sense of the recommendation. This agency’s position is best indi- 
cated by its published rules on the matter. Paragraph 11a, chapter 7, 


MP-5, VAI 


a. VA personnel, as such, are not subject to any general prohibition of outside 
work. However, they are prohibited from performing or engaging in any work 
or employment, with or without compensation, either as employees of others 
(e. g., a private individual or company), or as self-employed persons, in any 
instance in which: 

(1) The outside work will prevent an employee from rendering to the 
Veterans’ Administration the service required of him as a condition of his 
employment and remuneration, or impair his efficiency so that he cannot do his 
best work during official duty hours; or 

(2) The employee’s outside work may be construed by the public to be 
official acts of the Veterans’ Administration; or 

(3) The outside work may involve the use of information, obtained as the 
result of employment in the Veterans’ Administration, to the detriment of the 
Veterans’ Administration or those served by the Veterans’ Administration ; or 

(4) The outside employment is in the private practice of a recognized 
profession to the extent that the employee holds himself out as privately 
practicing his profession during his official duty hours with the Veterans’ 
Administration ; or 

(5) The outside work may cause embarrassment or otherwise be disad- 
vantageous to the Veterans’ Administration. 


ersonnel Policy Manual, reads as follows: 


This agency considers the foregoing position fair and equitable, both 
to the employee and to the Government. 


RECOMMENDATION NO. 21 


_ “Every person, party, or organization required or entitled to par- 
ticipate therein should have a statutory right to appear by or with 
an attorney at law or other qualified representative in any hearing 
before an administrative agency, except as to classification of regis- 
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trants by local selective service boards in accordance with present 
practice, and the granting of voluntary benefits by the Government.” 


C'omments of Veterans’ Administration 

Practices and procedures within the Veterans’ Administration are 
in accord with the intent of this recommendation. The right of rep- 
resentation by accredited representatives of various organizations and 
by recognized agents and attorneys in the preparation, presentation, 
and prosecution of claims under benefit statutes administered by the 
Veterans’ Administration is recognized by law (sec. 201, act of June 
29, 1936; 38 U. S. Ci 102), subject to statutory and implementing 
regulatory requirements concerning the character and necessary ake 
ifications of agents and attorneys. 


RECOMMENDATION NO, 22 


“No person should be permitted to represent any public or private 
person, party, or organization, including the United States or any 
administrative agency thereof, before any agency of the executive 
branch unless he is qualified to do so as to character and competence ; 
and no person who is not an attorney at law should be permitted to 
engage in the practice of law.” 


RECOMMENDATION NO. 23 


“Minimum standards of conduct should be established by statute 
and enforced on all persons permitted by any agency to represent 
private and public persons, parties, or organizations, including the 
United States and any agency thereof.” 


Comments of Veterans’ Administration 


The Veterans’ Administration subscribes to the general principle 
of these recommendations. 

Statutory provisions (secs, 200, 201, act of June 29, 1936; 38 U.S.C. 
101, 102) governing representation of claimants for benefits admin- 
istered by the Veterans’ Administration, are designed to assure that 
such representatives shall be of good moral character and in good 
repute, that they are possessed of the necessary qualifications to enable 
them to render claimants valuable service, and otherwise competent 
to advise and assist them in the presentation of claims. 

The procedures for recognition of attorneys, agents, and repre- 
sentatives have been simplified to the greatest possible extent. An 
attorney in good neneing at the bar of his State may be recognized 
by simple presentation of evidence to that effect. Agents must show 
not ca good character but may be required by written examination 
to establish knowledge of the awe pertaining to veterans. Repre- 
sentatives of accredited organizations must be shown to have good 
character and have knowledge of such laws and ability to assist in 
the preparation and presentation of claims. 

For specified offenses, the recognition of attorneys and agents, or 
even representatives, may be suspended or revoked after presentation 
of charges and hearing, if desired. By cooperative arrangements with 
the recognized veterans’ organizations, the disposition of these prob- 
lems is simplified, inasmuch as presentation to such an organization of 
facts showing disqualification of a representative results in action by 
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the organization promptly to remove such representative, it being to 
the interest of the organization as much as to the interest of the Vet- 
erans’ Administration that such representatives be of proper character 
and caliber. 

It is assumed that the statement in the last part of recommendation 
No. 22, that no person who is not an attorney at law should be per- 
mitted to engage in the practice of law, is not intended to affect rep- 
resentation by qualified persons of veterans and their dependents in 
the presentation and prosecution of claims for benefits before the 
Veterans’ Administration. The text preceding this recommendation 
indicates that the Commission realizes that in certain areas services 
performed by nonlawyers should not be regarded as involving the 
practice of law simply because they have to do with matters relating to 
rights and benefits accorded by law. In fact, the task force (p. 50 
of the task-force report) specifically mentions that the recognized 
veterans’ organizations perform valuable assistance to veterans in 
presenting their claims, and indicates that no problem is involved 
here with respect to nonlawyers holding themselves out as general 
practitioners in matters clearly constituting the practice of law. 

Aside from matters pertaining to claims for benefits, there is a 
limited field of activity within the Veterans’ Administration, which 
assumes broader scope on a governmentwide basis, as to which these 
recommendations might require some changes of procedure. For ex- 
ample, the Construction Contract Appeals Board of the Veterans’ Ad- 
ministration is an administratively created board which handles ap- 
peals taken by contractors from the decisions of contracting officers 
under construction and related contracts. It is not considered that 
this board is subject to the Administrative Procedure Act, to which 
many of the Commission’s recommendations are directed, and, in any 
event, only a limited number of appearances before the board have been 
made by appellants and a heavy future workload is not. anticipated. 
Representation of contractors on such appeals has habitually been left 
to the contractor’s responsibility, without inquiring into the char- 
acter and competency of the individuals selected by them. In view 
of the limited nature of this activity, the adoption of additional rules 
relating to this matter does not appear to be necessary in the light of 
the experience of this agency. However, no objection would be in- 
terposed to the proposed statutory requirement which would reach 
this type of administrative activity, and necessary procedures could 
be developed and placed into effect without additional personnel. 


RECOMMENDATION NO. 24 


“No individual should represent, or hold himself out as represent- 
ing, any person in any matter or proceeding before an agency or a 
court if that individual, while an employee of the United States, per- 
sonally and in his official capacity dealt with, passed upon, or gained 
material information concerning it.” 


Comments of Veterans’ Administration 

This recommendation embodies a sound and desirable statement of 
ethics which should receive general endorsement. It is in line with a 
well-established canon of legal ethics. The concept is further reflected 
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by title 18, United States Code, section 284, which authorizes the im- 
position of a fine or imprisonment in the case of a person who, within 
2 years after cessation of his employment by the United States, prose- 
cutes or acts as counsel, attorney, or agent for prosecuting claims 
against the United States involving subject matter directly connected 
with which he was so employed or performed duty. 


RECOMMENDATION NO. 25 


“An attorney at law should be entitled to appear for and represent 
other persons, parties, or organizations, including the United States 
or any agency ‘thereof, before any agency upon filing a statement with 
the agency that he is a member in good standing at the bar, according 
to the law of any State, Territory, Commonwealth, or possession of 
the United States or of the District of Columbia, and that he is not 
under suspension by any Federal court; except that an agency may 
further require the filing of a power of attorney as a condition to the 
settlement of any controversy involving the payment of money.” 


Comments of Veterans’ Administration 


The Veterans’ Administration concurs in this recommendation, and 
our procedures are generally in accordance with it. 
a) . 


RECOMMENDATION NO. 26 


“An eens at law who has the privilege of representation before 
any agency of the United States should ‘be subject to disciplinary 
control (1) by a Federal grievance committee through proceedings 
in a United States district court, and (2) by each agency, with author- 
ity to suspend him from practice before that agency for not more than 
1 year. 


Comments of Veterans’ Administration 


The purpose of this recommendation is sound. Legislation would 
apparently be required for its full accomplishment. At present there 
exists no Federal grievance committee procedure as called for in the 
recommendation. 

It may be noted that regulations of the Veterans’ Administration, 
pursuant to statutory authorization (sec, 201, act of June 29, 1936; 38 
tr. S. C. 102), authorize the suspension or revocation of the recogni- 
tion granted attorneys for the purpose of handling claims for benefits 
on account of the commission of certain specified offenses. However, 
there is provision for the filing of charges and the extension of an 
opportunity for answer and hearing, if desired. 


RECOMMENDATION NO, 27 


“A person should be permitted to appear for and represent other 
persons, parties, or organizations before an agency, including the 
United States or any agency thereof, whenever the agency provides 
therefor by general rule.” 
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RECOMMENDATION NO, 28 


“Any person permitted to engage in representation before an agency 
should be subject to reasonable disciplinary control by the agency.” 


Comments of Veterans’ Administration 


These recommendations are sound and the Veterans’ Administration 
subscribes to them. Representation by qualified agents, as well as by 
attorneys and accredited representatives of veterans’ organizations, 1s 
specifically contemplated by statute in connection with claims for 
benefits administered by this agency, subject to the requirements as 
to character and competency prescribed by the implementing regu- 
lations. 

A procedure has also long been in effect, pursuant to authorizing 
statute (sec. 201, act of June 29, 1936; 38 U. S. C. 102), for the sus- 
pension or exclusion from further practice before the Veterans’ Ad- 
ministration of an agent or attorney who has been guilty of specified 
offenses, after notice and opportunity for hearing. It is believed that 
the disciplinary control authorized by law, as practiced by the Vet- 
erans’ Administration in relation to agents, attorneys, and accredited 
representatives in the presentation of claims, has been effective and 
has served to protect the interests of both the Government and 
veterans. 

It is worth repeating that the task force specifically recognized 
the valuable assistance rendered by veterans’ organizations in repre- 
senting veteran claimants before the Veterans’ Administration. 


RECOMMENDATION NO. 30 


“Authority delegated by the Congress to Federal administrative 
agencies should be clearly and precisely defined in the legislation, and 
agencies should strictly adhere to the letter and intent of the law.” 


Comments of Veterans’ Administration 

This is a statement of what is always a desirable end in the legisla- 
tive process. Tothe extent that the subject matter permits, legislation 
itself should contain a clear and precise expression of the intent of 
Congress and the limits of delegated authority. 


RECOMMENDATION NO, 31 


“In principle, every agency of the executive branch, except sub- 
ordinate local governmental units, should be subject to general statu- 
tory controls over the administrative process, except where a func- 
tional exemption is clearly required in the public interest, or a specific 
function of an agency is expressly excluded by Congress.” 


Comments of Veterans’ Administration 

This, like a number of the other recommendations of the Commis- 
sion, stems directly from the task force report and contemplates 
amendments to the Administrative Procedure Act. It is noted from 
the separate statements that one-half or more of the members of the 
Commission did not favor recommendations 29 to 48, dealing mostly 
with amendments to the Administrative Procedure Act, but merely 
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agreed that they should be submitted to the Congress for consideration 
without Commission action. 

This recommendation is related to recommendation No. 43, con- 
cerning the availability of a judicial remedy. The basic functions of 
the Veterans’ Administration are exempted from the rulemaking 
(sec. 4), adjudication (sec. 5), and judicial review (sec. 10) require- 
ments of the Administrative Procedure Act. As to rulemarking, this 
results from the fact that the act exempts any matter relating to agency 
management or personnel or to public property, loans, grants, benefits, 
or contracts; and as to the adjudication requirements, this immunity 
arises from the fact that section 5 of the act applies only where ad- 
judication is required by statute to be determined on the record “after 
opportunity for an agency hearing.” With respect to judicial review, 
the procedure required by section 10 of the act is not applicable where 
(1) statutes preclude judicial review, or (2) agency action is by law 
committed to agency discretion. Both of these exceptions apply 
generally to the adjudication of claims for benefits by the Veterans’ 
Administration. 

It is not clear from the wording of recommendation No. 31 that 
these exemptions involving functions such as those chiefly exercised by 
the Veterans’ Administration would not be continued. It has been 
the long-standing policy of the Government not to authorize litigation 
or judicial review with respect to pension, compensation, or other 
gratuities administered by the Veterans’ Administration and its prede- 
cessor agencies, the current general statute reflecting this policy being 
section i1 of the act of October 17, 1940 (38 U.S. C. lla-2). This 
statute simply recognizes the principle which had previously been 
recognized by the Tucker Act of 1887 and by the courts, independently 
of statute, that the right to governmental bounty is not, in general, a 
justiciable one unless made so by statute. The Congress has thought 
fit to entrust the administration of veterans’ benefits, which may be 
suspended, modified, or withdrawn at the will of the Congress, to an 
independent agency which operates, in effect, as an arm of the Con- 
gress, responsible to it through the Chief Executive. In this respect, 
the situation differs very materially from that which exists with refer- 
ence to contractual rights, which are justiciable and as to which the 
Congress cannot withdraw the substantive right although it may with- 
draw the remedy. 

Finality of decision on claims for benefits, as well as freedom from 
formalized hearing requirements of the Administrative Procedure Act 
and rulemaking. procedures in connection with regulations governing 
these benefits, also serve to promote facility of administration. Con- 
sidering the tremendous volume of claims handled annually by the 
Veterans’ Administration, it is at once apparent that it would be less 
economical, and certainly less expeditious, to handle any appreciable 
number of such cases through the overburdened and slow-moving ma- 
chinery of the judiciary. The variety of technical questions involved 
in adjudicating claims for veterans’ benefits, requiring the study of 
expert, trained examiners of long experience, also renders it impracti- 
cable to accord a right of judicial review. The multitude of questions 
involved are not readily susceptible to judicial standardization. 

Insofar as this recommendation may contemplate withdrawal of the 
principle of finality of decision in the area of gratuitous benefits ad- 
ministered by this agency and subjection of its regulatory and adjudi- 
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cative process to the detailed requirements of the Administrative 
Procedure Act, contrary to the exemptions now applicable, the Veter- 
ans’ Administration is unable to concur in the proposed statutory 
changes. 

RECOMMENDATION NO. 32 


“Except as to matters requiring secrecy or relating solely to internal 
agency instructions or management— 

“(a) Clear and brief descriptions of organization, statements of the 
general course and method of operation, and descriptions of forms and 
instructions, should be published in the Federal Register ; 

“(b) All substantive rules, statements of policy, and interpretations 
of general applicability to the public ere § be published in the Fed- 
eral Register ; 

“(¢) All final opinions and orders in the adjudication of cases should 
be promptly published or made available to public inspection, except 
as otherwise provided by statute ; 

“(d) All matters of official record not enumerated above should be 
made available to public inspection except as required for the protec- 
tion of LDEOne Pravaty of a member of the public or as otherwise 
provided by statute; an 

“(e) No agency rule, order, or opinion should be valid or effective 
unless and until published or made available to per inspection as 
required by law, except where a person has actual knowledge thereof 
or notice pursuant to statute.” 


Comments of Veterans’ Administration 

What is recommended is generally the practice of this agency at 
present. The Veterans’ Administration makes available to public in- 
spection its rules and regulations by publishing them in full compli- 
ance with the Administrative Procedure Act and the Federal Register 
Act. However, certain matters dealing with the benefits program are 
confidential and privileged data as specifically provided in controlling 
legislation. It should be pointed out that dublivision (c) of the rec- 
ommendation would not be applicable to the Veterans’ Administration 
through the effect of veterans regulation No. 11 (38 U.S. C. ch. 12A) 
and section 10, Public No. 866, 76th Congress. 


RECOMMENDATION NO, 33 


“Except as to matters requiring secrecy in the public interest, or 
relating solely to internal agency instructions or management— 

“(a) Public participation through submission of written data, 
views, or arguments with or without opportunity to present the same 
orally in any manner, should be afforded in rulemaking in every case 
where a hearing is not required under the Constitution or by statute; 

“(6) Agencies should be permitted to issue emergency rules, valid 
for not more than 120 days, without public participation, when neces- 
sary for the protection of public health, safety, or welfare; and 

“(c) Separation of functions, as that term has been used above, 
should be observed within agencies in all cases of formal rulemaking 
in which opportunity for hearing is required under the Constitution 
or by statute.” 
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Comments of Veterans’ Administration 


This recommendation also implies certain amendments to the Ad- 
ministrative Procedure Act, notably with respect to rulemaking pro- 
cedures. At the present time, the Veterans’ Administration is ex- 
‘empted from the rulemaking requirements of section 4 of the act, which 
not only exempts matters relating to agency management or personnel, 
but also matters relating to public property, loans, grants, benefits, or 
contracts. 

Subdivision (a) of this recommendation does not specify exceptions. 
Accordingly, it may contemplate that in situations such as the promul- 

ation of regulations by the Veterans’ Administration governing the 
Cael which it administers, as to which a hearing generally is not 
required by the Constitution or by statute, public participation should 
‘be afforded as a regular and mandatory preliminary procedure. A 
rigid requirement that interested groups will be notified and given an 
‘opportunity to present their views before evan regulatory material 
of this kind coue easily lead to delays and complications which would 
impede the grant of benefits and retard service to veterans and their 
dependents. Accordingly, the Veterans’ Administration would be un- 
able to agree with what appear to be the implications of this part of 
recommendation No. 33. 

This objection would not be relieved by subdivision (6) of the rec- 
ommendation, providing for emergency issues without public partici- 
pation to be valid for not more than 120 days for the protection of 
public health, safety, or welfare. In many situations, it is necessary 
for the Veterans’ Administration to issue instructions and regulations 
immediately upon the enactment of new benefit laws or amendments 
to existing laws, and delays in this procedure would serve to defeat 
the basic purposes of the legislation itself. 

Subdivision (c) of this recommendation does not appear to apply 
to this agency, since it refers to formal rulemaking in which the 
opportunity for hearing is required under the Constitution or by 
‘statute. 

RECOMMENDATION NO. 34 


“In matters of adjudication— 

“(a) Interested persons should be afforded opportunity to be heard 
in the course of agency adjudication, except where the public health, 
safety, or welfare requires emergency action and adjudicatory pro- 
ceedings are held promptly thereafter; and 

“(6) Where opportunity for an agency hearing is required under 
the Constitution or by statute, the parties should be entitled to a for- 
mal adjudicatory proceeding.” 

Comments of Veterans’ Administration 

Subdivision (a) of this recommendation is given effect in proceed- 
ings of the Veterans’ Administration and represents a sound policy 
generally. Subdivision (>) is inapplicable, since it is limited to situ- 
ations in which hearing is specifically required by the Constitution 
or by statute. 

RECOMMENDATION NO. 36 


“The investigatory and subpena powers of administrative agencies 
should be exercised in accordance with the jurisdiction of the agency 
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concerned; the courts should consider the jurisdictional question in 
any proceeding for enforcement and enforce the subpena unless clearly 
erroneous; and subpenas should be issued impartially. Costs and 
reasonable attorneys’ fees or equivalent sum in Hien thereof should be 
imposed in favor of any prejudiced party, including the United States, 
in cases where actions contesting the jurisdiction of any agency are 
frivolous or brought for the purpose of delay.” 


Comments of Veterans’ Administration 


The practice of the Veterans’ Administration in the exercise of its 
investigatory and subpena powers is in accordance with the basic 
part of this recommendation and is governed by specific statute (sec. 
300, title ITI, Act of June 29, 1936; 88 U.S. C. 131). Examples of 
decisions of the courts upholding the administrative authority of this 
agency to issue subpenas and passing wpon questions of jurisdiction to 
do so are General Trades School vy. U. S. (212 Fed. 2d 656), and Car- 
roll Vocational Institute v. U.S, (211 Fed. 2d 539) The proposal con- 
tained in the last sentence of the recommendation appears to be an 
appropriate one as tending to discourage frivolous and delaying 
actions challenging the jurisdiction of an agency. 


RECOMMENDATION NO. 43 


“A plain, simple, and prompt judicial remedy should be made avail- 
able for every legal wrong Seeinitiale from agency action or inaction, 
except where Congress expressly precludes judicial review.” 
Comments of Veterans’ Administration 

This recommendation would not necessarily affect those activities 
of the Veterans’ Administration in the area of adjudicating and deter- 
mining claims for benefits which are, generally, not subject to judicial 
review because of their essentially gratuitous character, and also be- 
cause of specific statutory provisions which preclude judicial review 
(see sec. 5, act of March 20, 1933, 38 U.S. C. 705; sec. 11, act of October 
17, 1940, 38 U.S.C. 1la-2). The recommendation excepts administra- 
tive actions as to which the Congress expressly precludes judicial 
review. 

However, the discussion accompanying the recommendation, in line 
with the more extended discussion contained in the report of the task 
force, strongly implies that even with respect to grants and benefits 
concerning which the Congress can admittedly withhold provision for 
or affirmatively preclude judicial review, the best assurance that. the 
objectives of the Congress will be fully complied with is to give claim- 
ants “a day in court to test the exercise of administrative action in the 
light of the authority conferred.” 

We have presented in connection with recommendation No. 31 some 
of the basic considerations of policy supporting the view of the Vet- 
erans’ Administration, which is in accord with that repeatedly evi- 
denced by the Congress in the past, that determination of entitlement 
to noncontractual veterans’ benefits is a matter which by its nature can 
most efficiently and expeditiously be handled through the administra- 
tive process, without subjecting administrative determinations to re- 
view by the courts. It is believed that, among other things, the pur- 
poses of the congressional grant are realized in a much more uniform 
manner than would be the case if judicial review were authorized, with 
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its attendant delays and uncertainties, even on the limited basis implied 
by the Commission. 


RECOMMENDATION NO. 49 


“An Office of Legal Services and Procedures should be established 
within the Department of Justice to assist agencies in simplifying, 
clarifying, and making uniform rules of substance and procedure; to 
insure agency compliance with statutory public information require- 
ments; and to receive and investigate complaints regarding legal pro- 
cedures and report thereon to the authorities concerned.” 


Comments of Veterans’ Administration 


The stated purpose of this recommendation to provide assistance to 
agencies in simplifying, clarifying, and making uniform their rules of 
substance and procedure, through the machinery of a centralized office 
performing this and other stated functions is a constructive one. It is 
understood that this relates to a matter which was the subject of con- 
sideration by a Committee appointed by the President upon recom- 
mendation of the Attorney General to consider changes in the Admin- 
istrative Procedure Act and administrative procedures generally. It 
may be noted that the recommendation indicates that the assistance 
provided would be of an advisory nature, whereas the preceding text 
is to the effect that every agency should be required to comply with 
the directives of the proposed Office of Legal Services and Procedure 
for the simplification, clarification, and uniformity of rules. It would 
seem impracticable to vest such an agency with more than advisory 
authority, since otherwise there could be interference with the dis- 
charge of the ultimate responsibility of the administering agencies for 
the rules of substance and procedure which they must adopt in carrying 
out their missions. 





Aveust 1, 1955. 
Hon. Ourn E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 

Dear. Mr. Teacue. In accordance with your request, transmitted 
by Mr. Oliver E. Meadows, staff director, I am submitting the follow- 
ing comments on recommendation No. 4 of the report of the Commis- 
sion on Organization of the Executive Branch of the Government on 
the subject of food and clothing in the Government. Recommendation 
No. 4 reads as follows: 

That the General Services Administration should assume responsibility for the 
procurement and distribution of food and common-use articles for consumption 
by all civilian agencies, and that cross-servicing arrangements be developed with 
the Quartermaster General Market Center. 

Since taking office as Administrator of Veterans’ Affairs in July 
1953, I have personally gone into this proposition on a number of 
occasions, with the Administrator of the General Services Adminis- 
tration, with my own supply people, and before subcommittees of the 
House Appropriations Committee. 

I have consistently taken, the. position that we are perfectly willing 
to turn over purchase and distribution of foods to General Services 
Administration upon a factual showing that the action is advantageous 
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to the taxa and will provide the service needed by patients in our- 
ospitals. 

My personal analysis of our present purchasing and distributing: 
operation leads me to the following definite conclusions: 

1. Our purchasing of subsistence items is efficient, and we obtain 
what appears to be the very lowest prices available. 

2. We are not obtaining these low prices at the expense of other 
agencies. The General Services Administration food volume is suffi- 
cient for them to obtain these prices if they purchased in the same 
manner as the Veterans’ Administration. 

3. Our distribution system requires the volume of subsistence items: 
for economical, rapid, and efficient handling of other items used in our 
medical 6perations. 

4. The purchase, storage, and distribution of medical items by the 
Veterans’ Administration is a basic essential for the success of its. 
medical program for the care and treatment of veterans. 

The General Services Administration has never, with respect to the 
Veterans’ Administration, been able to show, in accordance with the 
intent of section 201 (a), Public Law 152, 81st Congress, that procure- 
ment and distribution of foods for the Veterans’ Administration 
would be “advantageous to the Government in terms of economy, 
efficiency, or service” nor that such action would be conducive to the 
welfare of hospitalized veterans to whom the quality of the food they 
receive is as important as medicine. 

The Commission proposes that recommendation No. 4 be placed in 
effect without “time-consuming studies presumably conducted for the 
purpose of reaching complete agreement on matters of detail, but the 
real purpose of which is to delay action.” The Commission’s impa- 
tience is puzzling when operating costs of the Veterans’ Administra- 
tion and General Services Administration systems are compared. 

By every available test (tonnage handled, line items shipped, orders 
received, etc.) the individual General Services Administration depots 
are, on the average, directly comparable to the individual Veterans’ 
Administration depots. The General Services Administration has 
testified before subcommittees of the House Appropriations Commit- 
tee that in fiscal year 1955 its stores will operate at a cost of $17.32 
= hundred dollars’ worth of goods shipped (including fuel) to users. 

sing the same factors the Veterans’ Administration supply depots 
(which handle a more difficult group of commodities) ‘will operate at 
a cost of only $9.33 per hundred dollars’ worth of goods shipped to 
users (see enclosed comparative analysis). : 

The transfer to General Services Administration of responsibility 
for purchase and distribution of foods and other items now handled 
by Veterans’ Administration depots will have these effects: . 

1. Without foods, the volume of Veterans’ Administration depot. 
sales (issues) will be substantially reduced without materially reduc- 
ing operating costs. Foods provide the bulk operation which helps 
balance the high-cost, boroteten hot operation required on items of medi- 
cal supply. 

2. At present the Veterans’ Administration has rapid service between 
depots and field stations—faster than General Services Administra- 
tion—because this agency ships in through earload and truckload lots. 
Without foods, which provide two-thirds of-V A’s tonnage, shipments 
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will move ‘in less than carload and less than truckload shipments and 
require weeks instead of days for delivery. 

3. The reduced depot service resulting from loss of foods will require 
increased inventories at stations. Longer turnaround time on orders 
will ie 1H more stocks ‘at the station to cover this longer delivery 
time. This increase is estimated to be over $1 million. 

We consistently buy at cheaper prices and obtain the same, and 
often better, quality of foods than General Services Administration. 
From our own experience, it would appear that GSA’s volume of 
business in subsistence has been adequate for some time for that agency 
to obtain maximum purchase savings in most of the commodities it 
handles. General Services Administration has not done so. 

The Commission’s report assumes that bigness alone assures effi- 
ciency and economy. This is not the case. Our experience shows that 
as purchase quantities exceed the available supply of the majority 
of prime suppliers, competition is restricted and prices go up. We 
have found that in order to obtain the lowest purchase prices we 
must divide our annual buys on many staple foods between several 


et 0 oF 

e Commission states that “General Services Administration indi- 
cated” that acceptance of the recommendation would save $1,200,000. 
This is not a Commission finding or determination of fact. The Gen- 
eral Services Administration is geared to serve, and thinks in terms 
of administrative programs. Since it is not responsible for a medical 
operation, it does not have the medical approach or feeling of respon- 
sibility which is so vitally necessary to servicing a hospital program. 
Taking over Veterans’ Administration subsistence and other items for 
our hospitals might—and it might not—provide the impetus which 
General Services Administration would require if the basic needs of 
hospitalized patients are to be met promptly and with adequate qual- 
ity. This prompt service has not, however, occurred in other areas 
where we are now serviced by General Services Administration. 

For the further information of the committee, reference is made 
to testimony of the Veterans’ Administration relating to this matter 
at the hearings\in February of this year before the subcommittee 
of the Committee on Appropriations, House of Representatives, on 
independent offices appropriations for 1956 (hearings before the sub- 
committee on the mentioned subject, pt. 2, pp. 1019-1059). 

I would like to again emphasize that we are perfectly willing for 
General Services Administration to purchase and distribute foods to 
Veterans’ Administration hospitals ee that Agency can demonstrate 
that the action will— 

(a) Save the taxpayer money, and 
(6) Not result in poor service, or poor quality of foods for sick 
veterans in our hospitals. 

The foregoing comments and conclusions have been presented gen- 
erally without undertaking at this time to make a fully detailed and 
documented presentation of this matter. Upon request, the Veterans’ 
Administration will be glad to supply any additional and detailed 
information relating to this matter which the committee may desire. 

Adviee has been received from:the Bureau of the Budget that there 
would be no objection to the submission of a similar report for, the 
consideration of another committee. However, the Bureau further 
advised that the relationship of the views on the recommendation of 
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the Commission on Organization of the Executive Branch of the 
Government expressed herein to the program of the President has 
not been determined, and that the report shall not be construed as a 
commitment regarding legislation which has been or may be proposed 
to carry out the recommendation of the Commission. 
Sincerely yours, 
Joun S. Parrerson, Deputy Administrator 
(For and in the absence of H. V, Higley, Administrator). 


Comparative analysis of VA and GSA stores operating costs, fiscal year 1955 


Percent VA 
costs are of 


Store sales (includes GSA fuel yard), total 


Performance costs (by activities): 
1. Stores operations.-_-___- il at tal tail Ete alana 4, 701, 700 
779, 360 


2. Direct order purchasing , 

3. Space and related costs 2, 511, 000 
4. Direct order inspection 450, 440 
5. Administrative operations I, 950, 300 


10, 392, 800 


Unit cost (per $100 of sales): 
Operating expenses 13. 14 
Space and related costs S 4.18 


Total cost per $100 of sales. 17. 32 


! From p. 913 of pt. 2 of the hearings before the subcommittee of the Committee on Appropriations, House 
of Representatives, 84th Cong., Ist sess. 

? Projected for 12 months from first 10 months fiscal year 1955 cost records for depot operations and operat- 
ing cost estimates of central management and purchasing. 

3 Included in item 5. 


Notge.—The volume of activity of the individual stores in each system is relatively the same, therefore, 
these figures are directly comparable. For example, the average GSA store handles about 173,000 line 
items annually, the average VA depot about 170,000: the average GSA store ships about 12,000 tons per year, 
the average VA depot about 13,000 tons, etc. 


Aveust 17, 1955. 
Hon. Ourn E. Tracve, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teacve: In accordance with your request, transmitted 
by Mr. Oliver E. Meadows, staff director, I am submitting the fol- 
lowing comments on the report of the Commission on Organization of 
the Executive Branch of the Government on the subject of Research 
and Development in the Government. 

The one recommendation in this report which is of particular in- 
terest to the Veterans’ Administration and bears upon certain of its 
activities is recommendation No. 5, “That greater Federal support 
be given to basic and medical research.” 

Although the Veterans’ Administration and its Department of 
Medicine and Surgery fully appreciate that certain aspects of basic 
research will have a bearing on subsequent phases of medical research, 
it is primarily the latter in which we manifest an active and continu- 
ing interest. Medical research is an integral part of the progressive 
medical program of the Veterans’ Administration in its general mis- 
sion of providing the best quality of medical treatment and hospital 
care for sick and disabled veterans. 
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The close association of Veterans’ Administration hospitals and 
medical schools in which active medical research programs are also 
conducted makes it possible to integrate research studies of various 
diseases and thereby expedite the application of findings to the medi- 
cal problems of veteran patients. This agency contributes to the 
support of medical and dental research in schools through our coop- 
erative arrangements with the deans’ committees, and assists in the 
establishment of pools of physicians, dentists, and technicians by 
affording training at the graduate and postgraduate levels. The 
opportunity to engage in research serves to attract outstanding pro- 
fessional personnel for purposes of providing top-level medical treat- 
ment in Veterans’ Administration hospitals. 

The Veterans’ Administration lies the policy embodied in 
recommendation No. 5 and, in furtherance of that policy, expects to 
continue those research and development activities which are neces- 
sary to the effective discharge of the statutory responsibilities of this 
agency to provide medical care and treatment of the highest quality 
for eligible veterans. 

Advice has been received from the Bureau of the Budget that 
there would be no objection to the submission of this report to the 
committee for its consideration. However, the Bureau Further ad- 
vised that the relationship of the views on the recommendation of 
the Commission on Organization of the Executive Branch of the 
Government expressed herein to the program of the President has 
not been determined, and that this report shall not be construed as a 
commitment regarding legislation which has been or may be pro- 
posed to carry out the recommendation of the Commission. 

Sincerely yours, 
JouHn S. PAtTrerson, 
Acting Administrator. 


Avaust 24, 1955. 
Hon. Outn E. Tracur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Tracue: In accordance with your request, transmitted 
by Mr. Oliver E. Meadows, staff director, I am enclosing the com- 
ments of the Veterans’ Administration on certain recommendations in 
the report of the Commission on Organization of the Executive 
Branch of the Government on the subject of depot utilization. 

Advice has been received from the Bureau of the Budget that 
there would be no objection to the submission of similar comments 
for the consideration of another committee. However, the Bureau 
further advised that the relationship of the views on the recom- 
mendations of the Commission on Organization of the Executive 
Branch of the Government expressed in the comments to the program 
of the President has not been determined, and that the comments 
should not be construed as a commitment regarding legislation which 
has been or may be proposed to carry out the recommendations of 
the Commission. 

Sincerely yours, 
JOHN S. Patrerson, 
Acting Administrator. 
70372—56——7 
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Report oN Depor UTILizaTIon 


RECOMMENDATION NO. 1 


“That we commend the attention of the departments and agencies 
to the administrative proposals of the special task force.” 


Comments of Veterans’ Administration 


The pertinent administrative proposals of the task force are sum- 
united on pages 19, 20, and 21 of the Commission’s report. The 
are commented upon below in the order in which they are auiuateds 

(a) That a uniform system of cost accounting for storage operations be 
established for the independent comparison of interdepartmental costs and 
judgment of the efficiency of individual operations. The system should provide 
for realistic comparisons between governmental costs and commercial charges 
for like services. , 

The Veterans’ Administration endorses this proposal. The agency 
has a cost accounting system covering all phases of its depot operations. 
Cost figures derived from this system were cited in the comment of 
the Veterans’ Administration on the Commission’s report on food and 
clothing, in comparison with the General Services Administration’s 
costs. That comparison is believed to be valid. It is recognized, how- 
ever, that comparability is not complete because the cost systems of 
the two agencies are not identical. If the proposed uniform cost .c- 
counting system were in effect, wholly comparable cost data should 
result which would make possible an objective and definitive deter- 
mination as to whether economies to the Government would or would 
not result from the assumption by the General Services Administra- 
tion of the procurement and distribution of subsistence and medical 
supplies for the Veterans’ Administration. 

(6) That the Bureau of the Budget establish and administer a procedure 
whereby authorized representatives from the General Services Administration 
and Department of Defense arrange for temporary transfer of storage facilities 
between civilian agencies and military departments, to the end that new con- 
struction and unnecessary transportation of supplies to distant storage points 
will be avoided. 

The Veterans’ Administration concurs in the establishment by the 
Bureau of the Budget of a procedure designed to effect maximum 
utilization of Government storage facilities. In view of the statement 
on page 15 of the report that storage space at the Veterans’ Adminis- 
tration’s hospitals and other facilities must be retained in control of 
the Veterans’ Administration, it is assumed that the recommendation 
refers only to depot storage space. If this recommendation is adopted, 
it should be made clear that the representative of the General Services 
Administration will be required, before arranging for the transfer of 
storage space, to make the determination required by section 201 (a) 
of Public Law 152, 81st Congress, as amended, that the action is 
“advantageous to the Government in terms of economy, efficiency or 
service,” and that there be “due regard to the program activities of 
the agencies concerned” and consistently with the related provisions 
of section 210 (e) of that law. 


(c) That surplus and excess storage facilities be disposed of as follows: 
1. Used, where practicable, for the storage of strategic stockpile materials 
being accumulated by General Services Administration. 
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2. That such facilities, retained because of strategic considerations, be placed 
in a standby or mothball status. 

3. Any remaining facilities be disposed of to the best interests of the Govern- 
ment. 


The Veterans’ Administration concurs. 

(d) That the Department of Defense and the General Services Administra- 
tion, either separately or jointly, appoint industry advisory committees for a 
continuing consultation respecting the equitable and appropriate methods of 
effectuating the increased use of commercial storage facilities in places where 
new storage is needed. 

(e) That in the event additional warehouse construction becomes necessary, 
because of economic justification or special circumstances, either for military or 
civilian services, the Department of Defense or the General Services Adminis- 
tration give consideration to the feasibility of the construction and operation of 
such buildings by private industry, in accordance with precedents already estab- 
lished. 

Since the Veterans’ Administration has no foreseeable need for 
additional storage space, comment on these recommendations is not 
indicated at this time. 

(a) That General Services Administration exercise its authority to assign 
and reassign storage space to provide for cross-servicing of space between civilian 
agencies, to the end that new construction and unnecessary transportation of 
supplies to distant storage points will be avoided. 

The Veterans’ Administration supports this recommendation, sub- 
ject to the requirements of existing law. It is noted that the Com- 
mission says in a footnote reference t to this proposal that, “This author- 
ity is not clear and the C ommission makes a substitute recommendation 
later on.” As is indicated in the comment on Recommendation No. 2 
(6), the Veterans’ Administration opposes any change in the law 
which would permit the General Services Administration to take 
unilateral action without regard to the effect on costs or the program 
requirements of other agencies. 

(b) That General Services Administration give consideration to establish- 
ment of a plan, similar to the Department of Defense commercial warehouse 
service plan, for use of commercial storage service by civilian agencies of the 
Government, when economically justified. 

The Veterans’ Administration concurs, with the proviso that, in 
addition to being economically justified, the use of commercial storage 
service must meet the program requirements of the agencies. 

(c) That the Veterans’ Administration operate its supply distribution system 
under existing agreements with General Services Administration until its func- 
tions can be absorbed by the General Services Administration. 

In the discussion of the findings of the task force, appearing on 
pages 14 and 15 of the report, the Commission attr ibutes to the task 
force the statements that the functions of the Veterans’ Administra- 
tion’s supply depots are conducted efficiently, although at the time 
these depots were visited, their storage space was in excess of require- 
ments; and that this o eration, in the view of the task force, “is 
illogical when it is considered that these functions could be absorbed 
by the General Services Administration.” 

The observation that depot space was in excess of requirements 
is based on visits to the depots during the months of June and July, 
at which season of the year the on-hand inventories are maintained 
ata low level. The Veterans’ Administration maintains no depot space 
excess to normal requirements. Unneeded space is released as rapidly 
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as it becomes available. Evidence of this is the fact that two such 
releases have occurred at the Somerville depot and one at the Wilming- 
ton depot during the past 5 years. 

It is assumed that this proposal] is another aspect of the recom- 
mendation in the report on food and clothing that “the General Serv- 
ices Administration should assume responsibility for the procurement 
and distribution of food and common-use articles for consumption by 
all civilian agencies.” The comment previously made on that recom- 
mendation will apply equally to the present proposal. The Veterans’ 
Administration remains convinced that the General Services Admin- 
istration cannot provide the service which the Veterans’ Adminis- 
tration requires, in terms of either quality or delivery time, and that 
the General Services Administration cannot perform procurement 
and distribution functions for the Veterans’ Administration as eco- 
nomically as the Veterans’ Administration now does this for itself. 
The proposal should be rejected. 

(ad) The responsibility of the General Services Administration should include 
the storage and distribution of medical supplies for all civilian agencies, con- 
sistent with the recommendation of the Federal medical services task force. 

The recommendation of the medical task force referred to is as 
follows: 

That there be established two systems within the Federal Government for 
integrated storage and distribution of medical supplies; that the military system 
comprise the Army, Navy, Air Force, Coast Guard, and Federal Civil Defense 
Administration; that the civilian system comprise all other Federal agencies 
and be administered by the Veterans’ Administration on their behalf; and that 
both systems provide for ownership of medical materiel by the major using 
agency. 

Proposal (d@) is not “consistent with the recommendation of the 
Federal medical services task force.” It is in direct conflict with 
it. Also worthy of note is the fact that the Commission did not adopt 
the recommendation of the medical task force, as it has not spe- 
cifically adopted the recommendations of the depot utilization task 
force. The lack of consistency in the recommendations of the task 
forces may have been a factor in the Commission’s withholding of 
endorsement in the present report. 

It is the position of the Veterans’ Administration that the purchase, 
storage, and distribution of medical supplies and food is a vital and 
essential part of the medical-care program of the Veterans’ Admin- 
istration. The Veterans’ Administration does not believe that an 
agency burdened with responsibility for, and interested primarily in, 
supply or administrative activities, could provide the same specialized 
service to medical installations that can be rendered by an organiza- 
tion dedicated solely to that mission. The loss of direct control of 
so essential an element of medical care—control of the medical items 
and foods needed to make sick people well—can in the opinion of the 
Veterans’ Administration, lead only to a most serious impairment of 
its ability to provide that care. 

The Veterans’ Administration does not believe that General Serv- 
ices Administration should absorb the Veterans’ Administration or 
any other supply distribution system unless a factual showing is made 
that by so doing it is more economical and efficient and not detrimental 
to the agency’s program. Congress is very clear on this point in 
Public Law 152, 8ist Congress, as amended. The Veterans’ Admin- 
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istration has presented facts that prove the existing Veterans’ Admin- 
istration supply distribution system is by far the most economical 
and efficient way of supplying its hospitals. (See hearings before 
House Subcommittee on fndependént Offices Appropriation for 1956, 
pt. 2, pp. 1019 to 1061.) 

For the reasons enumerated, the Veterans’ Administration is 
strongly opposed to the adoption of this proposal. 


RECOMMENDATION NO. 2 (B) 


“That the Congress give to the General Services Administration 
the necessary authority to integrate into its own control, or to compel 
coordination of, all civilian agency storage.” 

Comments of Veterans’ Administration 

This recommendation stems from the Commission’s view, expressed 
elsewhere in the report, that General Services Administration does 
not have sufficiently clear and decisive authority under existing law 
to accomplish the purposes specified in the recommendation (see the 
discussion on p. 13 of the report and the footnote on p. 21). 

The general administrative authority of the Administrator of Gen 
eral Services with respect to procurement, warehousing, and related 
activities, as set forth im section 201 (a) of Public Law 152, 81st Con- 
gress, is qualified as follows: 

The Administrator shall, in respect of executive agencies, and to the extent 
that he determines that so doing is advantageous to the Government in terms of 
economy, efficiency, or service, and with due regard to the program activities of 
the agencies concerned— 
prescribe policies and methods of procurement and supply; operate, 
after consultation with the executive agency affected, or arrange for 
the operation by any executive agency of warehouses, supply centers, 
etc.; or procure and supply personal property and nonpersonal serv- 
ices for the use of executive agencies (italics added). This clearly 
expresses an intention that the Administrator of General Services 
should exercise the stated functions only upon a finding that it would 
be advantageous to the Government within the specific provisions of 
the statute as quoted above. A similar requirement appears in section 
210 (e) of the act relating to assignment and reassignment of space in 
Government buildings. 

The Veterans’ Administration believes that the stated condition 
precedent to the exercise of these functions, including specifically the 
storage activities eontemplated by the subject recommendation, is of 
vital importance and serves as a safeguard to prevent hasty and arbi- 
trary action which might result in some instances in sacr ifice of econ- 
omy, efficiency, or service, and might have an injurious effect upon 
basic program activities of the agency concerned. 

The practical implications of this recommendation of the Commis- 
sion are such that the Veterans’ Administration is unable to endorse it. 


70372—55——_8 
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NOVEMBER 4, 1955. 
Hon. Ourn E. Tracur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

Drar Mr. Teacue: In accordance with your request, transmitted 
by Mr. Oliver E. Meadows, staff director, I am enclosing the com- 
ments of the Veterans’ Administration on recommendations in the 
report of the Commission on Organization of the Executive Branch 
of the Government on the subject of budget and accounting. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of these comments to the com- 
mittee for its consideration. The Bureau has requested that the com- 
mittee be advised that the relationship of the views on the recommen- 
dations of the mentioned Commission expressed in the comments to 
the program of the President has not been determined, and that the 
comments should not be construed as a commitment regarding legisla- 
tion which has been or may be proposed to carry out the recommenda- 
tions of the Commission. 

Sincerely yours, 
H. V. Hietry, Administrator. 


Report on Bupeer AND ACCOUNTING 


RECOMMENDATION NO. 1 


“(a) That the Bureau of the Budget expand and make more effective 
the discharge of its managerial and budgeting functions; 

*(b) That in order to do this, among other things, it should place in 
unportant agencies one or more well-qualified employees whose duties 
should inelude continuous year-round review, at the site of the agency, 
of agency budget preparation and administration and other facets of 
the Bureau’s managerial responsibilities ; and 

“(c) If necessary, the Congress should increase the resources of the 
Bureau of the Budget for that purpose.” 


Comments of Veterans’ Administration 


The Veterans’ Administration favors the strengthening of the Bu- 
reau of the Budget staff with the primary objective of reducing the 
time required for the various review and approval actions imposed 
upon the Bureau by law and regulation. In this connection, attention 
is invited to part X of the report which summarizes task-force sug- 
gestions as to timelag in the budgetary process without specific 
recommendation by the Commission. 

With particular regard to recommendation No. 1 (6), various Bu- 
reau of the Budget employees are now assigned full time to VA matters 
and others also maintain substantially continuous contact with Veter- 
ans’ Administration through the budget preparation and administra- 
tion cycle. Veterans’ Administration would have no objection to the 
full-time physical location of such Bureau representatives within the 
Veterans’ Administration central office. However, it is believed that 
consideration should be given to the possibility that such an arrange- 
ment would result in some dilution of the sense of management respon- 
sibility on the part of agency officials, and that more active participa- 
tion of Bureau representatives in the formulation of agency budgets 
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would prejudice the independent nature of the Bureau review of the 
appropriation estimates. 


RECOMMENDATION NO, 2 


“That the executive agencies report annually to the Bureau of the 
Budget on the conduct of their operations. On the basis of the 
agencies’ reports and other available information, the Bureau should 
prepare for the President an annual report on performance for the 
executive branch as a whole.” 


Comments of Veterans’ Administration 

The present form of annual ae shows on a parallel basis: (1) 
Performance during the past year, (2) a revised plan of operations 
for the current year based on iabeats appropriated and current con- 
ditions, and (3) the agency’s proposed plans and estimated fund re 
quirements for the ensuing year. It is the Veterans’ Administration’s 
belief that the objectives of the Commission may best be met by placing 
increased emphasis on the effectiveness of past year performance both 
in the agency presentation of its annual uudget requests and in the 
Bureau of the Budget review. Such an approach might include the 
relating of cost and performance factors during the past year with 
those for earlier years, as well as explicit comparison of actual fund 
utilization during the past year with the projections for that year con- 
tained in the two previous budgets. The effectiveness of this approach 
would be increased by deferring the agency submission of the Budget 
requests as discussed under recommendation No. 1 in order to allow 
for more thorough analysis of past year performance. 

The Veterans’ Administration lau further than any system of 
annual performance reports separate and distinct from the annual 
budget requests not only would constitute a substantial duplication but 
also would divert attention from evaluation of the budget requests in 
terms of efficiency of performance as contrasted with total costs of past 
operations. However, it is anticipated that Veterans’ Administration 
will be in a position to provide the Bureau of the Budget upon reason- 
able advance notice with whatever performance data may be required 
under either approach. 

The Veterans’ Administration would have no objection to the Bureau 
of the Budget preparing a report to the President on the performance 
of the executive branch as a whole, but feels that if interagency com- 
parisons are to be included, the agencies should be advised of the 
proposed nature of such comparisons early during the year(s) to be 


covered by the report(s). 
RECOMMENDATION NO. 3 


“That for management purposes, cost based operating budgets 
be used to determine fund allocations within the agencies, such budg- 
ets to be supplemented by periodic reports on performance.” 
Comments of Veterans’ Administration 

The. Veterans’ Administration has based fund allocations and al- 
lotments for operating appropriations on cost-type budgets since the 
activation of the integrated system of cost accounting at the begin- 
ning of fiscal year 1954. Periodic reports of performance have been 
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obtained in terms of both costs and work accomplishment, but the 
reporting structure has not yet been developed to the extent neces- 
sary to make readily available unit costs for all Veterans’ Adminis- 
tration programs and operating locations. Further refinements are 
being made in the reporting structure with the ultimate objective of 
comparing epeeneine budgets and performance at all levels in terms 
of (a) total costs, (6) work accomplished, and (c) unit costs when 
practicable and feasible. 


RECOMMENDATION NO. 4 


“That the executive budget continue to be based upon functions, 
activities, and projects adequately supported by information on pro- 
gram costs and accomplishment, and by a review of performance by 
organizational units where these do not coincide with performance 
budget classifications.” 


Comments of Veterans’ Administration 


The recommendation for continuation of an executive budget based 
on functions, activities, and projects in essence calls for carrying 
forward the type of presentation generally adopted following the 
first Hoover Commission recommendations for a performance budget. 
The Veterans’ Administration had presented its budgets on sub- 
stantially this basis for some years prior to the first Commission 
report and supports the recommendation accordingly. 

The Veterans’ Administration also endorses the provision that the 
budget be supported by information on program costs and accom- 
plishment on the understanding that this provision calls for in- 
creased emphasis on total costs for the respective programs and ac- 
tivities, and for minimizing the emphasis heretofore placed on ob- 
jects of expenditure such as personal services, supplies, et cetera. It 
is believed that the present emphasis on objects of expenditure not 
only complicates accounting and financial reporting processes un- 
necessarily, but also diverts management attention from the pri- 
mary objective of providing services to veterans at the lowest pos- 
sible cost considering the quality of service. As an example, undue 
emphasis on personal service costs can lead to totally erroneous conclu- 
sions concerning operations involving varying degrees of mechani- 
zation at different locations or over a period of time. This aspect 
of the problem will be of increasing importance as mechanization 
of operations proceeds through use of conventional office equipment 
and/or electronic data processing equipment. 

The Veterans’ Administration has no major organizational units 
which are not directly related to its performance budget classifica- 
tion. Consequently, the final provision of the recommendation would 
require no Veterans’ Administration action. 


RECOMMENDATION NO. 5 


_“That the agencies take further steps to synchronize their organiza- 
tional structures, budget classifications, and accounting systems.” 


Comments of Veterans’ Administration 


The Veterans’ Administration has been able to maintain substantial 
synchronization between organizational structure, budget classifica- 
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tion, and accounting systems despite major organizational changes 
and revision of appropriation structure. Transition procedures re- 
quired to maintain such synchronization have been somewhat trouble- 
some, but no major difficulties have been encountered. 

With respect to the Commission’s observations concerning broad 
appropriation structure, it should be noted that the Veterans’ Admin- 
istration had a single operating expense appropriation for 1953 and 
earlier fiscal years. For 1954, 7 such appropriations were established, 
and then reduced to 5 for fiseal years 1955 and 1956. Continuing 
study may reveal the desirability of further modification in the num- 
ber and/or content of the present appropriations. Specific Veterans’ 
Administration recommendations for such modifications will be sub- 
mitted to the Bureau of the Budget from time to time as the desir- 
ability of such action becomes apparent. 


RECOMMENDATION NO. 6 


“That executive agency budgets be formulated and administered 
on a cost basis.” 


Comments of Veterans’ Administration 


As indicated in the comment concerning recommendation No. 3, 
the Veterans’ Administration now administers its operating appro- 
priation budgets on a cost basis. 

With respect to budget formulation, cost data was first available 
from an integrated accounting system for fiscal year 1954, which 
constituted the past year in the 1956 appropriation estimates. The 
operating appropriation estimates for the latter year were in essence 
formulated on a cost basis, but the detailed data submitted to the 
Bureau of the Budget and the Congress was reconstructed to con- 
stitute an obligation presentation. After extensive consultation with 
the Bureau of the Budget concerning possible presentation of the 
1957 estimates on a cost basis, it has been determined that the estimates 
for that year would be presented on a constructive obligation basis. 
In the case of construction appropriations, the complexities of cost 
type budgeting are somewhat greater and any immediate advantages 
somewhat less apparent than in the case of the operating appro- 
priations. 

RECOMMENDATION NO. 7 


“That the executive budget and congressional appropriations be in 
terms of estimated annual accrued expenditures, namely, charges for 
the cost of goods and services estimated to be received.” 

Comments of Veterans’ Administration 

In the case of operating appropriations, the Veterans’ Administra- 
tion definitely favors replacement of the present system of congres- 
sional aypropsia Note in terms of obligational authority by some 
system of authorizations more closely related to operating costs. Such 
a change would eliminate or reduce the duplication of controls and 
management effort now involved in controlling “costs” in terms of 
goods and services utilized, and in addition, “obligations” in terms 
of orders placed. This problem has been substantially eliminated 
within the Veterans’ Administration in the case of supplies and equip- 
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ment purchased through the supply fund, but still exists with respect 
to medical and dental fees and other contractual service items. 

However, the Veterans’ Administration has considerable question 
as to whether the “accrued expenditure” concept advocated by the 
Commission is the best solution either from the standpoint of cost 
type budgeting within the executive agencies or from that of restoring 
congressional control of the purse. A brief review of the salient 
features of the obligation system, of the accrued expenditure system, 
and of other possible systems of control follows: 

Obligations: Under the present system, control is exercised in terms 
of contracts executed and orders placed. Compliance with the system 
precludes executive agencies from entering into commitments which 
Congress has not authorized. The disadvantages such as heavy un- 
expended balances carried forward and improvident purchases are 
discussed in detail by the Commission. 

Accrued expenditures: The system advocated by the Commission 
would exercise control in terms of goods and services received. It 
would be closer to “costs” than the obligation system by the amount 
of undelivered orders, but would still charge inventory variations to 
the appropriations unless inventories were financed independently 
through revolving funds. It also would reduce, but not eliminate, the 
opportunity of using up balances by increasing inventories. 

Applied costs: Such a system would vary from the accrued expendi- 
ture approach only to the extent that appropriations would be charged 
with goods issued for use rather than those received for inventory. 
It would provide the executive agencies with the most direct mecha- 
nism for cost-type budgeting, and would largely eliminate the possi- 
bility of using up fund balances late in the fiscal year. However, it 
probably would require some type of revolving fund technique for 
financing inventories. 

Cash disbursements: Either the accrued expenditure or applied 
cost approach would give Congress closer control over the cash budget 
than the present obligation system, but such control would not be abso- 
lute because of variations in accounts payable carried over at the close 
of the year. Appropriations stated in terms of payments to be made; 
i. e., checks to be issued during the year would provide such control 
over the cash budget, but would require the agencies to maintain dual 
controls in terms of both cash and costs in order to attain the other 
objectives of the accrual concept of budgeting. 

Any of the foregoing alternatives to the obligation system of con- 
gressional appropriations would require basic revision of the anti- 
deficiency statutes, including specific provision for the placing of 
orders late in a fiscal year in order to provide for the orderly continua- 
tion of business during the next year. The accrued expenditure or 
applied cost approaches would seem to require the authorization of 
merging fiscal year appropriation accounts along the lines of recom- 
mendation No. 17 if extensive bookkeeping complications are to be 
avoided. 

In the case of construction appropriations, which finance the major 
“long lead time” program in the Veterans’ Administration, recom- 
mendation No. 7 appears primarily aimed at restoration of congres- 
sional control of the purse. The Veterans’ Administration accounting 
structure would be somewhat complicated by reinstitution of the con- 
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tract authorization technique. However, the Veterans’ Administra- 
tion would endorse inclusion of construction appropriations in any 
overall cost-type appropriation structure in order to maintain uniform 
appropr iation and accounting concepts. 

The Veterans’ Administration would appreciate the opportunity of 
studying specific legislative proposals before making any further com- 
ment on recommendation No. 7. 


RECOMMENDATION NO. 8 


“That legislation committing the Government to continuing expen- 
ditures for special programs which are not susceptible to the usual 
budgetary control ordinarily be enacted for a limited term in order to 
require periodic congressional review of their usefulness.” 


RECOMMENDATION NO. 9 


“That the Bureau of the Budget keep such programs under con- 
tinuing review, and the President’s budget contemplate amendments 
to them when their operation conflicts with current budgetary policy.” 
Comments of Veterans’ Administration 

There are basically two types of veterans’ benefits legislation com- 
miting the Government to continuing expenditures: (@) ) Res adjustment 
benefits for World War II and Korean conflict veterans which have 
been enacted for limited periods, and (6) compensation, pension, in- 
surance, and related benefits of a continuing nature. 

It is realized that long-time benefit programs of the size and scope 
of those administered by this agency present a considerable problem 
of budgetary control. However, such continuing benefits as compen- 
sation and pension necessarily involve at the outset an appraisal by 
the Government of its obligation to disabled veterans and their de- 
pendents for an indefinite period of time. It would hardly be in 
keeping with their essential nature and purposes to cast these pro- 
visions in a temporary form, since they are not geared to a fixed or 
jimited period. With respect to the ¢ omprehensive | programs embodied 
in existing permanent legislation, the question arises whether it would 
be consistent with the established policies of the Government to 
convert them to a temporary basis, subject to overall review and 
reenactment or revision at fixed intervals. 

As a practical matter, it may not be necessary from the standpoint 
of adequate budgetary control to adopt the device of enacting such 
special programs~for limited terms. The Veterans’ Administration 
programs are under continuing study and review in several quarters. 
The congressional committees and subcommittees subject these pro- 
grams to almost constant reexamination, and select committees per- 
form the same functions by way of special studies and investigaticns. 
A recent example of the latter is the extensive study just completed 
by the Select Committee on Survivor Benefits of the House of 
Representatives. 

Similarly, these programs are under constant scrutiny within the 
executive branch. Recommendations to the Congress are frequently 
made on legislative matters affecting the veterans’ programs, in the 
light of experience and current conditions. This subject is dealt with, 
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for example, in the annual budget message of the President. The 
Commission on Veterans’ Pensions, of which Gen. Omar N. Bradley, 
former Administrator of Veterans’ Affairs, is Chairman, is illustrative 
of the surveillance maintained within the executive branch over various 
governmental programs. Such commissions supplement the continu- 
ing activity of the Bureau of the Budget and the various departments 
and agencies in evaluating Government programs for continuing 
expenditures. 
RECOMMENDATION NO. 10 


“That there be established under the Director of the Bureau of the 
Budget a new Staff Office of Accounting headed by an Assistant 
Director for Accounting, with powers and duties as follows: 

“(a) To develop and promulgate an overall plan for accounting and 
reporting, consistent with broad policies and standards prescribed by 
the Comptroller General. These broad policies and standards should 
continue to be developed in cooperation with the executive branch. 

“(b) To expedite, guide, and assist in the introduction of modern 
accounting methods in the executive agencies consistent with the over- 
all plan. 

“(c) To set reasonable but definite time schedules for performance 
and to watch progress. 

“(d) To stimulate the building of competent accounting and audit- 
ing organizations in the executive agencies and to assist actively in 
the selection, training, and retention of capable personnel. 

“(e) To report at least annually to the Budget Director with respect 
to the status of accounting in each of the executive agencies.” 


Comments of Veterans’ Administration 


This recommendation represents a material change in the viewpoint 
expressed by the first Hoover Commission which recommended that an 
Accountant General be established within the Office of the Secretary of 
the Treasury. Recommendation No. 10 of this report would in effect 
transfer the primaty responsibility for accounting standards, prin- 
ciples, and governmentwide accounting systems from the Office of the 
Comptroller General to the Bureau of the Budget. 

While the Veterans’ Administration has had excellent working rela- 
tionships with the Accounting Systems staff of the Office of the Comp- 
troller General, it is recognized that increasing emphasis on cost-type 
budgeting and on Bureau of the Budget use of cost data as advocated 
in recommendations Nos. 1 and 2, would make the proposed assignment 
of responsibility to the Bureau of the Budget somewhat more logical 
than the present arrangement in that the executive agencies would have 
a single primary point of contact with respect to both the use of ac- 
counting data in budgetary presentations and the accounting systems 
underlying such data. 

However, the Veterans’ Administration is of the further opinion 
that continuation and strengthening of the cooperative approach of 
the Bureau of the Budget, the Treasury Department, and the General 
Accounting Office under the joint program for improving accounting 
in the Federal Government is of much greater importance than the 
exact division of responsibility between the three fiscal agencies. Con- 
sequently, the Veterans’ Administration endorses recommendation No. 
10 to the extent that it is mutually satisfactory to the three fiscal 
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agencies concerned. However, this recommendation should not be so 
implemented as to weaken the responsibility and authority of the 
agency, including its authority in the area of selection, training, and 
retention of accounting and auditing personnel. 


RECOMMENDATION NO, 11 


“That as an aid to financial management the position of comptroller 
be established in the principal agencies and major subdivisions thereof 
embracing the following duties and functions: 

“(a) To direct the setting up and maintenance throughout his agency 
of adequate accounting and auditing systems and procedures i in con- 
formity with the provisions of the Budget and Accounting Procedures 

Act of 1950. 

“(b) To direct the recruitment, training, and development of quali- 
fied accounting personnel. 

“(c) To develop and be responsible for reliable and informative 
financial reports for (1) internal management purposes, and (2) for 
issue to the Congress and other executive departments or agencies. 

“(d) To interpret and advise upon significant aspects of the financial 
reports. 

“(e) To direct the preparation, and review execution of budgets pre- 
pared at operating levels for the information of top management 
which is responsible for budget policies.” 

Comments of Veterans’ Administration 


The Veterans’ Administration, as a part of its major reorganization 
of 1953, established the position of Controller for the agency and each 
of its major subdivisions which positions embrace generally the duties 
contemplated in this recommendation, and no further action with 
respect thereto appears required. With reference to subparagraph 
(b) the recruitment, training, and development of personnel involves 
staff participation by the Offices of the Assistant Administrator for 
Personnel and the Veterans’ Administration Controller, which furnish 
assistance and guidance to line officials. 


RECOMMENDATION NO. 12 


“That the selection of agency comptrollers and the building of com- 
petent accounting organizations in the executive agencies through 
the selection, training, and retention of capable personnel be an im- 
portant phase of the guidance and help to be given by the Assistant 
Director for Accounting in the Bureau of the Budget.” 

Comments of Veterans’ Administration 

The Veterans’ Administration endorses Recommendation No. 12 on 
the premise that the functions of the Assistant Director for Account- 
ing in the Bureau of the Budget will be advisory rather than directive, 
and that he should be of material assistance in the establishment of 
realistic occupational standards and other steps necessary to strengthen 
Accounting organizations throughout the executive agencies. 
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RECOMMENDATION NO. 13 


“That the allotment system be greatly simplified. As an objective 
each operating unit should be financed from a single allotment for 
“ach appropriation involved in its operations.” 


Comment of Veterans’ Administration 

It is presumed that this recommendation intends that each operat- 
ing unit be financed from a single allotment for each congressional 
appropriation limitation involved, and the Veterans’ Administration 
endorses the recommendation as a statement of objectives under that 
presumption. 

During the past 2 years the Veterans’ Administration has reduced 
the number of allotments made to the operating units and installa- 
tions by approximately 90 percent. It is contemplated that the pres- 
ent relatively limited subdivision of allotments below the levels 
required by appropriation language will be further reduced as 
additional experience is gained under the cost approached to internal 
Veterans’ Administration budget management. 


RECOMMENDATION NO. 14 


“That Government accounts be kept on the accrual basis to show 
currently, completely and clearly all resources and liabilities, and the 
costs of operations. Furthermore, agency budgeting and financial 
reporting should be developed from such accrual accounting.” 


Comments of Veterans’ Administration 

The Veterans’ Administration favors the accrual basis of accounting, 
and with minor exceptions, now uses that basis for agency budgeting 
and financial reports. The Veterans’ Administration accounts and 
financial reports reflect all resources and liabilities as well as all costs 
payable from the appropriations and/or funds from which its re- 
spective activities are financed. 

Recommendation No. 14 in conjunction with the Commission’s ex- 
planatory comments appears to advocate the expansion of Government 
accounts to reflect as costs such items as depreciation, interest on capital 
investment, and taxes which would be payable if the activity were as- 
sumed by private industry. None of these items are now reflected 
in Veterans’ Administration accounts for activities financed from 
appropriations. Depreciation is charged for capital assets of the 
supply and canteen funds and amounts so reserved remain available 
for replacement or other use under the business-type budgets appli- 
cable to those activities. Interest on investment is reflected only for 
the direct-loan program, and in that case interest payments are made 
from the fund to the Treasury. No expense “in lieu of taxes” is ac- 
crued for any Veterans’ Administration activity. 

The Veterans’ Administration is unwilling at this time to endorse 
any expansion of the accrual system of accounting to include elements 
of cost which would not constitute budgetary charges to the appro- 
priations and/or funds under which its various activities are con- 
ducted. However, this agency would welcome the opportunity to 
study and comment upon any legislative or regulatory proposals for 
ae depreciation and similar elements of expense as budgetary 
charges. 
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RECOMMENDATION NO, 15 


“That after appropriate accrual and cost-accounting techniques have 
been established by the Government agencies, the creation or continua- 
tion of revolving funds should be reviewed to determine whether they 
will add to efficient management.” . 

Comments of Veterans’ Administration 

It is believed that the Veterans’ Administration canteen and Vet- 
erans’ Administration supply revolving funds are the only funds now 
available to the Veterans’ Administration to which this recommenda- 
tion applies. The Veterans’ Administration agrees that as a general 
principle revolving funds should be reviewed periodically to determine 
whether they contribute to effective financial management. However, 
it is believed that revolving funds for financing inventories may be 
found desirable under a cost- -type appropriation structure as discussed 
under recommendation No. 7. 


RECOMMENDATION NO. 16 


“That the executive agencies accelerate the installation of adequate 
monetary property accounting records as an integral part of their 
accounting systems.” 


Comments of Veterans’ Administration 

The Veterans’ Administration has maintained dollar records of per- 
sonal property as an integral part of its accounting system for several] 
years. The basic account structure for reflecting monetary value of 
real property also has been in existence for some years, but the actual 
accounts do not currently reflect all construction and related costs in 
the case of hospitals, and so forth, built since World War II. Depend- 
ing on the degree of modification in Veterans’ Administration’s present 
account structure which may be required by other agency regulation 
along the lines of the Commission’s report on real property manage- 
ment, it is hoped that the installation of an adequate system of real 
property accounts w ill be completed during the current fiscal year. 

The Commission’s discussion indicates that adequate property ac- 
counting should incorporate depreciation of capital assets for “indus- 
trial- and commercial- type installations.” As indicated in the com- 
ment concerning recommendation No. 14, the Veterans’ Administra- 
tion now maintains depreciation accounts only for equipment of the 
supply and canteen revolving funds and would favor the expansion of 
depreciation accounting only under the circumstances outlined in that 
comment. 

RECOMMENDATION NO. 17 


“That each department and agency be authorized to maintain a 
single account under each appropriation title or fund for controlling 
the amount available for the liquidation of valid obligations. 


Comments of Veterans’ Administration 


No action can be taken upon this recommendation by the Veterans’ 
Administration as such; however, it is indicated in the report that the 
General Accounting Office is engaged in drafting the required legis!a- 
tion. Although the recommendation would not result in a substantial 
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reduction in the number of book entries, it would result in a savings of 
thousands of line entries in the financial reports of this agency alone. 
The Veterans’ Administration endorses the objectives of recommenda- 
tion No. 17. 

RECOMMENDATION NO. 18 


“That vouchers which are otherwise valid but as to which appro- 
priations have lapsed should not be referred as ‘claims’ to the General 
Accounting Office, but should be settled within the agencies.” 


RECOMMENDATION NO. 19 


“That the Comptroller General be given the authority to relieve ac- 
countable officers of financial liability except where losses result from 
their gross negligence or fraud.” 


Comments of Veterans’ Administration 


The Veterans’ Administration endorses the general objectives of 
recommendations Nos. 18 and 19. 


RECOMMENDATION NO. 20 


“That the Bureau of the Budget and General Accounting Office 
make a study to determine what can be done to eliminate (a) duplicate 
accounts within the Treasury Department and (b) duplicate account- 
ing as between the Treasury Department and the various departments 
and agencies.” 


RECOMMENDATION NO. 21 


“That increased and continuing emphasis be placed upon the review 
and modernization of central fiscal reports by the Treasury Depart- 
ment, to the end that they may meet the changing requirements of the 
executive branch, the Congress, and the public. These fiscal reports 
should show the Government’s cash position and related cash trans- 
actions.” 


Comments of Veterans’ Administration 


The Veterans’ Administration supports the objectives of reducing 
duplication in the Government’s accounting structure and of increased 
effectiveness in the financial reporting structure. 

Tests are currently being conducted by the Veterans’ Administra- 
tion in conjunction with the Treasury Department, the General Ac- 
counting Office, and the Bureau of the Budget looking toward Vet- 
erans’ Administration assumption of disbursing functions now exer- 
cised by the Treasury Department. Such a transfer of responsibility 
would eliminate the largest remaining area of duplication as between 
that Department and the Veterans’ Administration. 


RECOMMENDATION NO. 22 


“That Congress consider amending the Budget and Accounting Pro- 
cedures Act of 1950 to make the Bureau of the Budget responsible for 
developing comprehensive reports (other than purely fiscal reports) 
showing the financial results of the activities of the Government as a 
whole and of its major component activities.” 
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Comments of Veterans’ Administration 

This recommendation appears-to fall within the framework of 
recommendation No. 10 and Veterans’ Administration’s comments 
with respect to the latter are applicable. 


RECOMMENDATION NO, 25 


“That in selecting individuals for comptrollership, civilians with 
broad management and accounting experience and competence be 
appointed.” 

RECOMMENDATION NO. 24 


“That the comptrollers in the military departments be responsible 
only to the Secretary of their respective services, and that concur- 
rent responsibility to a Chief of Staff or equivalent be discontinued.” 


Comments of Veterans’? Administration 
These recommendations are identified as applying to the Military 
Establishments only. 
RECOMMENDATION NO, 25 


“That the Bureau of the Budget and the General Accounting Office 
be requested to make an intensive study to determine the adequacy 
of internal auditing 1 in Government agence ies and what steps should be 
taken to improve it.” 
Comments of Veterans’ Administration 

The Veterans’ Administration would welcome review by the Bureau 
of the Budget and the General Accounting Office of the internal audit 
program inaugurated during fiscal year 1954 pursuant to the recom- 
mendation made by the House Appropriations Committee in pro- 
viding funds for that year. 

The Veterans’ Administration internal audit program is conducted 
by a separate service in the Office of the Controller and appraises the 
effectiveness, adequacy, and efficiency of all policies and procedures set 
by management and the extent of compliance therewith at all organiza- 
tional levels within the agency. In addition, each of the three Vet- 

erans’ Administration operating departments maintain a system of 
fiscal auditing of field stations under its jurisdiction aimed at ascer- 
taining compliance with financial policies and procedures, as well as 
systems of management review of the various operating programs. 
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